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OVERVIEW OF U.S. POLICY TOWARD LATIN 

AMERICA 


THURSDAY, MARCH 1, 2007 

House of Representatives, 

Subcommittee on the Western Hemisphere, 

Committee on Foreign Affairs, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:20 a.m., in room 
2172, Rayburn House Office Building, Hon. Eliot L. Engel (chair- 
man of the subcommittee) presiding. 

Mr. Engel. Good morning. A quorum being present, the Sub- 
committee on the Western Hemisphere of the Foreign Affairs Com- 
mittee will come to order. 

I ask unanimous consent that all members’ and witnesses’ open- 
ing statements be included in the record, and, without objection, so 
ordered. 

I ask unanimous consent that all articles, exhibits, and extra- 
neous or tabular material to be referred to by members or wit- 
nesses be included in the record, and, without objection, so ordered. 

I ask unanimous consent that any member who may attend to- 
day’s hearing be considered a member of the subcommittee for pur- 
poses of receiving testimony and questioning witnesses after sub- 
committee members have been given the opportunity to do so, and, 
without objection, so ordered. 

Colleagues and friends, I am pleased to welcome you to the first 
hearing of the Western Hemisphere Subcommittee of the Foreign 
Affairs Committee, and my first hearing as subcommittee chair- 
man. 

I first want to recognize my colleague and friend and our sub- 
committee’s ranking member, Mr. Burton. We have worked closely 
over the years, and particularly over the last year, when I served 
as ranking member, and Mr. Burton was chairman. We have had 
a seamless transition, and I look forward to continuing our excel- 
lent, bipartisan relationship on this subcommittee. I have long be- 
lieved that foreign policy should be bipartisan, and I am pleased 
to have an excellent relationship with Mr. Burton and know that 
it will continue. 

I want to, before we begin, introduce some of the staff on the 
subcommittee. My longtime chief of staff has moved to staff direc- 
tor on the subcommittee, and I want to acknowledge him and ac- 
knowledge all of the good work that he has done, and we also will 
have other staff on the subcommittee, and I want to thank them 
and acknowledge the good work that they have done so far and the 
work that they will continue to do: Jason Steinbaum, the new staff 
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director; Eric Jacobstein, the professional staff; and the staff asso- 
ciate, Erin Diamond. So I look forward to working with all of you. 

I want to also acknowledge the vice chair of our committee and 
my good friend and colleague from New York, Gregory Meeks. 

Today’s hearing will provide an overview of United States policy 
toward Latin America and developments in the hemisphere. We are 
particularly fortunate to have Assistant Secretary of State for 
Western Hemisphere Affairs Tom Shannon with us this morning. 

Universally, everyone I speak with in both the United States and 
Latin America has nothing but the highest praise for Mr. Shannon. 
I have followed his work for many years, and I must say that I con- 
cur. Mr. Shannon, you are a first-rate diplomat, and although it 
sometimes appears that Democrats and Republicans do not agree 
very much in Congress, I believe we can all agree on your tremen- 
dous skills as our chief diplomat for hemispheric affairs. 

This morning’s hearing, and it was timed accordingly, is particu- 
larly timely, in light of President Bush’s March 8th- to-the- 14th trip 
to Brazil, Mexico, Colombia, Guatemala, and Uruguay. I applaud 
the President on making this trip to the region, and I hope it is 
a sign of things to come in the remaining 2 years of the Bush ad- 
ministration. 

Ranking Member Burton and I, along with members of the sub- 
committee, are pleased to be sending a joint letter to President 
Bush today applauding his upcoming visit to the region and en- 
couraging him to more intensively focus on the Western Hemi- 
sphere during the rest of his presidency. In the letter, we explain 
that, with anti-Americanism on the rise in our own neighborhood 
here in the Western Hemisphere, positive engagement with Latin 
America can play a pivotal role in promoting a shared hemispheric 
agenda. 

We also argue that poverty and inequality are at the core of 
many political developments in the region. I firmly believe that 
working closely with our neighbors to combat poverty can serve the 
dual purpose of promoting development and reducing anti-Amer- 
ican sentiments. 

While I am hopeful that the President’s upcoming trip will fore- 
shadow increased engagement with the hemisphere; the adminis- 
tration must put its money where its mouth is. I am seriously con- 
cerned with reductions in assistance to the Western Hemisphere in 
the President’s 2008 budget, including a $70 million reduction in 
developmental assistance and a $36 million reduction in funding 
for child survival and health programs. 

I am pleased that Nicaragua, Honduras, and El Salvador have 
signed large compacts with the Millennium Challenge Corporation, 
but targeted assistance to these three CAFTA countries must not 
be a substitute for our traditional foreign aid and our engagement 
with other developing countries in the hemisphere. 

I also continue to be concerned by the prohibitions on foreign aid 
that have been imposed on countries that have not signed article 
98 agreements with the United States. This is a major issue for 
countries in the Western Hemisphere. 

As you may know, last year, I, along with then-Chairman Bur- 
ton, successfully led a bipartisan group of Foreign Affairs Com- 
mittee members, urging Armed Services conferees to strike restric- 
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tions on international military education and training, which we 
know as “IMED funds,” in the Defense Authorization Act. As you 
know, this section has become law. 

I am also pleased by the President’s recent waiver of article 98 
restrictions on Economic Support Eunds for 14 countries, including 
Bolivia, Costa Rica, Ecuador, Mexico, Paraguay, and Peru. But we 
are still unnecessarily tying our hands, as only Colombia and El 
Salvador receive foreign military financing in the President’s 2008 
budget. 

As Secretary Rice once said, “We are,” and I quote her, “cutting 
off our nose to spite our face.” 

I would like to quickly address some of the issues facing specific 
countries in the hemisphere. Eirstly, I want to emphasize how 
pleased I am with President Bush’s efforts to begin extensive co- 
operation on biofuels and alternative energy with Brazilian Presi- 
dent Lula da Silva. Reducing our dependence on foreign oil has 
been a top priority for me in Congress, and I believe that we can 
learn a great deal from Brazil on this front. 

Ethanol supplies 40 percent of the motor fuel used in Brazil, and, 
in 2005, over half of new cars sold in Brazil were flex-fuel cards, 
running on a mixture of ethanol and gasoline. As the sponsor of a 
major, bipartisan, alternative fuels bill in the House, I look forward 
to learning more about United States-Brazil cooperation in this 
area, and I am interested in working aggressively with all of you 
to learn from the Brazilian model here in the United States and 
share our expertise with other countries in the region. 

Haiti is personally very important to me. With a strong mandate 
to govern. President Rene Preval is in a unique position to reduce 
poverty and rebuild Haiti’s fragile democratic institutions. Eor the 
first time in years, there is a window of opportunity in Haiti and 
a bipartisan consensus here on Capitol Hill, but that window is 
small, and we must act quickly. I am pleased by the overall in- 
crease in foreign assistance to Haiti in the President’s budget, par- 
ticularly the $36 million increase in HIV/AIDS funding. 

It is important that we let Haitians know that the United States 
will stand by them for the long haul this time. Sustained engage- 
ment with and assistance to Haiti are key, and as someone who 
proudly represents one of the largest Haitian communities in the 
United States, I am also interested in identifying ways that the 
tremendous talents of the Haitian diaspora residing in my district 
in Spring Valley, New York, and elsewhere can be tapped into so 
that they can contribute to Haiti’s democratic path toward peace, 
prosperity, security, and stability. 

Moving on to Colombia, I have been impressed by the impact 
that Plan Colombia has had in homicides, kidnappings, and mas- 
sacres, particularly under President Uribe. But the current scan- 
dal, involving alleged ties between paramilitaries and Colombian 
lawmakers is of serious concern to me. The scandal points out sig- 
nificant corruption within Colombia, yet, at the same time, democ- 
racy is not always neat and tidy, and the fact that these lawmakers 
are being arrested shows that the rule of law is taking hold in the 
country. 

As you know, many estimate that Colombia has the highest num- 
ber of displaced persons in the world, after only Sudan. This prob- 
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lem is particularly severe among Afro-Colombians, and I hope that 
President Urihe and the Bush administration can concentrate on 
this during the next phase of Plan Colomhia. 

Venezuela is obviously a country that all of us are watching 
closely. President Hugo Chavez has a number of policies which are 
of concern to me and some rhetorical excesses which do not con- 
tribute to a positive bilateral relationship. He also has several poli- 
cies about which I am less concerned. 

As chairman, I would like to stay away from a confrontation with 
President Chavez, and I believe that Mr. Shannon is steering the 
right course with Venezuela in his steady diplomacy. 

Likewise, we are all watching developments in Cuba very closely. 
With Fidel Castro’s temporary, and likely permanent, departure 
from the Cuban political scene, the United States needs to be pre- 
pared for a post-Castro Cuba. We cannot, obviously, put off these 
considerations until the day after. I would like this subcommittee 
to be heavily involved with that. 

And, finally, I want to touch on an issue that is problematic 
throughout the hemisphere: Impunity. The United States and 
international community need to work closely with our partners in 
Latin America, putting an end to impunity. The recent tJ.N. agree- 
ment with Guatemala to identify clandestine Guatemalan security 
groups and help dismantle them as a very positive step in the right 
direction. But the murder of three Salvadoran politicians last week, 
and then the murders in prison of four Guatemalan policemen 
linked to the crimes, are particularly troubling. 

Likewise, gang violence in Central America continues to be ex- 
tremely worrisome. 

When we look at all of Latin America, and we see the disparity 
in terms of income, economic disparity, where a very, very small 
percentage of people at the top are doing extremely well and are 
extremely wealthy, and then the tremendous, overwhelming 
amounts of the population are living in absolutely unacceptable 
poverty, this is a powder keg, and this is certainly something that 
I think the United States cannot turn a blind eye to. 

I realize that the dangers I have discussed are wide ranging, but 
I hope that we have a chance to focus on a number of them in to- 
day’s overview hearing. 

I want to acknowledge our majority members on the committee. 
I thank them all for coming, and I welcome Mr. Klein, Mr. 
Delahunt, Mr. Payne, Ms. Giffords, Mr. Sires, Ms. Sanchez, and 
Mr. Meeks on our side of the aisle. I know that Ranking Member 
Burton will mention his members as well. 

So thank you very much, and I am now pleased to call on Rank- 
ing Member Burton for his opening statement. 

[The prepared statement of Mr. Engel follows:] 

Prepared Statement of the Honorable Eliot L. Engel, a Representative in 

Congress from the State of New York, and Chairman, Subcommittee on 

THE Western Hemisphere 

Good morning. A quorum being present, the Subcommittee on the Western Hemi- 
sphere will come to order. I ask unanimous consent that all Members and witnesses’ 
opening statements be included in the record, and without objection, so ordered. 

I ask unanimous consent that all articles, exhibits and extraneous or tabular ma- 
terial to be referred to by Members or witnesses be included in the record, and with- 
out objection, so ordered. 
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I ask unanimous consent that any Member who may attend today’s hearing be 
considered a Member of the Subcommittee for the purposes of receiving testimony 
and questioning witnesses after Subcommittee Members have been given the oppor- 
tunity to do so, and without objection, so ordered. 

Colleagues and friends, I am pleased to welcome you to the first hearing of the 
Western Hemisphere Subcommittee and my first hearing as Subcommittee Chair- 
man. I first want to recognize my colleague and friend and our Subcommittee’s 
Ranking Member Mr. Burton. We have worked closely together over the years and 
particularly over the last year when I served as Ranking Member and Mr. Burton 
as Chairman. We have had a seamless transition and I look forward to continuing 
our excellent bipartisan relationship on this Subcommittee. 

Today’s hearing will provide an overview of U.S. policy toward Latin America and 
developments in the hemisphere. We are particularly fortunate to have Assistant 
Secretary of State for Western Hemisphere Affairs Tom Shannon with us this morn- 
ing. Universally, everyone I speak to in both the U.S. and Latin America has noth- 
ing but the highest praise for Mr. Shannon. You are a first-rate diplomat and al- 
though it sometimes appears that we cannot agree on much among Democrats and 
Republicans in Congress, I believe we can all agree on your tremendous skills as 
our chief diplomat for hemispheric affairs. 

This morning’s hearing is particularly timely in light of President Bush’s March 
8 — 14 trip to Brazil, Mexico, Colombia, Guatemala and Uruguay. I applaud the 
President on making this trip to the region and I hope that it is a sign of things 
to come in the remaining two years of the Bush Administration. 

Ranking Member Burton and I along with members of the Subcommittee are 
pleased to be sending a letter to President Bush today applauding his upcoming 
visit to the region and encouraging him to more intensively focus on the Western 
Hemisphere during the rest of his presidency. In the letter, we explain that with 
anti-Americanism on the rise in our own neighborhood, positive engagement with 
Latin America can play a pivotal role in promoting a shared hemispheric agenda. 
We also argue that poverty and inequality are at the core of many political develop- 
ments in the region. I firmly believe that working closely with our neighbors to com- 
bat poverty can serve the dual purpose of promoting development and reducing anti- 
American sentiments. 

While I am hopeful that the President’s upcoming trip will foreshadow increased 
engagement with the hemisphere, the Administration must put its money where its 
mouth is. I am seriously concerned with reductions in assistance to the Western 
Hemisphere in the President’s 2008 budget including a $70 million reduction in de- 
velopment assistance and a $36 million reduction in funding for child survival and 
health programs. I am pleased that Nicarama, Honduras and El Salvador have 
signed large compacts with the Millennium Challenge Corporation. But targeted as- 
sistance to these three CAFTA countries must not be a substitute for our traditional 
foreign aid and our engagement with other developing countries in the hemisphere. 

I also continue to be concerned by the prohibitions on foreign aid that have been 
imposed on countries that have not signed Article 98 agreements with the United 
States. This is a major issue for countries in the Western Hemisphere. As you may 
know, last year I along with then-Chairman Burton, successfully led a bipartisan 
group of Foreign Affairs Committee members urging Armed Services conferees to 
strike restrictions on International Military Education and Training (IMET) funds 
in the Defense Authorization Act. As you know, this section has become law. I am 
also pleased by the President’s recent waiver of Article 98 restrictions on Economic 
Support Funds to 14 countries including Bolivia, Costa Rica, Ecuador, Mexico, Para- 
guay, and Peru. But, we are still unnecessarily tying our hands as only Colombia 
and El Salvador receive Foreign Military Financing (FMF) in the President’s 2008 
budget. As Secretary Rice once said, we are “cutting off our nose, to spite our face.” 

I would like to quickly address some of the issues facing specific countries in the 
hemisphere. First, I want to emphasize how pleased I am with President Bush’s ef- 
forts to begin extensive cooperation on biofuels and alternative energy with Bra- 
zilian President Lula da Silva. Reducing our dependence on foreign oil has been a 
top priority for me in Congress and I believe that we can learn a great deal from 
Brazil on this front. Ethanol supplies 40% of the motor fuel used in Brazil and in 
2005, over half of new cars sold in Brazil were flex-fuel, running on a mixture of 
ethanol and gasoline. As the sponsor of a major bipartisan alternative fuels bill in 
the House, I look forward to learning more about U.S. — Brazil cooperation in this 
area and am interested in working aggressively with you to learn from the Brazilian 
model here in the United States and share our expertise with other countries in the 
region. 

Haiti is personally very important to me. With a strong mandate to govern. Presi- 
dent [Rene] Preval is in a unique position to reduce poverty and rebuild Haiti’s frag- 
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ile democratic institutions. For the first time in years, there is a window of oppor- 
tunity in Haiti and a bipartisan consensus here on Capitol Hill. But that window 
is small and we must act quickly. I am pleased by the overall increase in foreign 
assistance to Haiti in the President’s budget, particularly the $36 million increase 
in HIV/AIDS funding. It’s important that we let Haitians know that the U.S. will 
stand by them for the long haul this time. Sustained engagement with and assist- 
ance to Haiti are key. And, as someone who proudly represents one of the largest 
Haitian communities in the United States, I am also interested in identifying ways 
that the tremendous talents of the Haitian diaspora residing in Spring Valley, New 
York, and elsewhere can be tapped into, so that they can contribute to Haiti’s demo- 
cratic path towards peace, prosperity, security and stability. 

Moving on to Colombia, I have been impressed by the impact that Plan Colombia 
has had in reducing homicides, kidnappings and massacres, particularly under 
President [Alvaro] Uribe. But the current scandal involving alleged ties between 
paramilitaries and Colombian lawmakers is of serious concern to me. The scandal 
points out significant corruption within Colombia. Yet at the same time, democracy 
is not always neat and tidy, and the fact that these lawmakers are being arrested 
shows that the rule of law is taking hold in the country. As you know, many esti- 
mate that Colombia has the highest number of displaced persons in the world after 
only Sudan. This problem is particularly severe among Afro-Colombians, and I hope 
that President Uribe and the Bush administration can concentrate on this during 
the next phase of Plan Colombia. 

Venezuela is obviously a country that all of us are watching closely. President 
[Hugo] Chavez has a number of policies which are of concern to me and some rhe- 
torical excesses which do not contribute to a positive bilateral relationship. He also 
has several policies about which I am less concerned. As Chairman, I would like to 
stay away from a confrontation with President Chavez. And I believe that Mr. Shan- 
non is steering the right course with Venezuela with his steady diplomacy. 

Likewise, we are all watching developments in Cuba very closely. With Fidel Cas- 
tro’s temporary and likely permanent departure from the Cuban political scene, the 
U.S. needs to be prepared for a post-Castro Cuba. We cannot put off these consider- 
ations until “the day after.” 

Finally, I want to touch on an issue that is problematic throughout the hemi- 
sphere: impunity. The U.S. and international community need to work closely with 
our partners in Latin America in putting an end to impunity. The recent U.N. 
agreement with Guatemala to identify clandestine Guatemalan security groups and 
help dismantle them is a very positive step in the right direction. But, the murder 
of three Salvadoran politicians last week and then the murders in prison of four 
Guatemalan policemen linked to the crimes are particularly troubling. Likewise, 
gang violence in Central America continues to be extremely worrisome. 

I realize that the issues I have discussed are wide-ranging but I hope that we 
have a chance to focus on a number of them in today’s overview hearing. 

Thank you very much. I am now pleased to call on Ranking Member Burton for 
his opening statement. 

Mr. Burton. Mr. Chairman, thank you for your kind remarks. 
We have worked well together in the past, and we even have 
friends together in New York. So I look forward to working with 
you. I wish we were in the majority, but, unfortunately, we are not, 
so we will have to rely on your leadership, and I am sure it will 
be very, very well. 

I would like to introduce the people on my side of the aisle before 
I make my opening remarks. 

Connie Mack is from Florida. He is a very congressman, and he 
has been very interested in Latin American affairs, in particular, 
the problems created in Venezuela, and he will talk about that. 

Michael McCaul is not here with us today. 

Mr. Fortuno is here with us, and, hopefully, he will be with us 
for a while before he becomes governor of Puerto Rico, and we have 
some staff people here that I would like to introduce. 

Mark Walker is my chief of staff, and he is going to be head of 
the committee for the minority. 

Kristen Jackson is also on my staff. She helps with my research. 
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Connie Mack has Frances Gibbs. Hold up your hand, Frances. 
Frances Gibbs works with him. 

Ari Stein works with Mr. McCaul. Mr. McCaul is not here yet. 

And Mr. Fortune has Javier D. LeLuze. 

Those are the people that will be working on our side of the aisle, 
and we look forward to working very closely with you in the major- 
ity. 

I would like to submit my statement for the record and just kind 
of speak off the cuff for a minute, Mr. Chairman, if I might, so if 
I could put that in the record. 

Mr. Engel. Without objection, so ordered. 

Mr. Burton. The Bush trip is a very, very important trip right 
now. I think President Bush realizes the gravity of the problems 
we face in Central and South America, and I am very happy that 
he is going down there and going to meet with a number of leaders. 

President Lula of Brazil, as you said, Mr. Chairman, is going to 
be working with us on biofuels and alternative fuels, and we are 
very happy that that is a relationship that we hope will grow. 

President Uribe in Colombia has been a good friend. He has 
worked very hard in fighting and combatting the drug problem 
down there, and I think we need to continue to do what we can to 
assist him in that endeavor, as well as working with him for eco- 
nomic growth in the region. 

One of the things that is very disconcerting to me is we have 
talked about poverty in Latin America and what kind of an impact 
that has on the political structures down there. President Chavez 
has been, in my opinion, taking advantage of the poverty with the 
vast amounts of oil money that he is getting, and he is using that 
money to move many of those governments down there to the left, 
and I think that bodes very ill for the United States and for the 
region, long term. 

It seems to me, we have to do something to eliminate poverty or 
minimize poverty down there, and one of the tools that could be 
utilized to do that is passing free trade agreements, which will cre- 
ate opportunities for employment for a lot of those people. If we do 
not, people like Chavez, who is getting $100 million a day, $65 mil- 
lion of it from us, will continue to use that money for the purposes 
that he thinks are important. 

As you know, Mr. Chairman, he has been working with Fidel 
Castro, and Fidel Castro, back all the way since he took power, has 
been trying to move all of Latin America to the left, to the com- 
munist movement, direction. Che Guevara was killed down there 
trying to start revolutions, and now we have Chavez down there, 
who is like a blood brother to Castro with money, who is trying to 
do the same thing, and it is a real concern of mine, and I would 
like to say to Mr. Shannon and the State Department, who are 
going to be talking today, that we have not paid enough attention 
to Latin America. 

It is really bad because Latin America is our front door. We have 
an immigration problem that has not receded a great deal, and we 
are trying to protect our borders while, at the same time, working 
with our Latin American and Central American neighbors. Unless 
we deal with the problems down in Central and South America, 
things are not going to get any better; they are going to get worse 
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because we have got people like Chavez down there, who is taking 
the bull by the horns and moving the entire subcontinent down 
there in South America to the left. 

I know we have problems in the Middle East. I know the prob- 
lems in the Middle East are very severe, and I know that they 
could lead to some major confrontation, in addition to the problems 
we have had in Iraq. But what worries me is Chavez is working 
with people like the leadership in Iran, and he is buying all kinds 
of war materials. He is getting submarines now and every kind of 
war material you can think of, as well as trying to subvert some 
of those democracies down there and move them into the leftist col- 
umn. 

So it seems to me that the United States of America, in addition 
to dealing with the problems in the Middle East, and I know that 
is a Herculean effort, we have to pay attention to Central and 
South America. 

In my opinion, if we do not deal with the problems in Central 
and South America, in the not-too-distant future, we are going to 
have a major confrontation down there that will rival, or maybe 
even be a lot worse than, what we saw in the early eighties in El 
Salvador and in Nicaragua and elsewhere, and that is a problem 
that I do not think any of us wants to deal with. 

The problems in the Middle East are very important, and we 
need to stabilize that region and help over there as much as pos- 
sible, and I support the President’s efforts in that regard, but Cen- 
tral and South America; we have not paid enough attention to 
them. If everything gets out of control down there, we are not only 
going to have wars; we are going to have massive immigration. 

People in El Salvador and Nicaragua ran like hell to get out of 
that area when those wars were going on, and many of them are 
in the United States today and are very good citizens, but can you 
imagine what could happen if we had those kinds of wars through- 
out Central and South America? We would have massive flight 
from that area for people wanting to protect themselves, and, eco- 
nomically, it will be a hardship, not only on that region but on the 
United States of America, as well as a grave security threat. 

So, in my opinion, and I am saying this for the State Depart- 
ment, and I hope you will comment on. Secretary Shannon. I am 
saying this to the administration as well. We need to direct a great 
deal more attention to Central and South America, as far as pov- 
erty is concerned and as far as national security is concerned, and 
I applaud the President for going down there to meet a lot of those 
leaders and talk about these problems of mutual concern right now. 
We need to put more resources down there. 

Finally, let me just say to my colleagues on the other side of the 
aisle, for whom I have great respect and admiration, we really need 
to reevaluate our attitudes toward free trade agreements. One of 
the tools, as I said earlier, that will help reduce and maybe, long 
term, eliminate poverty is to create free trade zones down there so 
Americans can go in there and invest, and we could have a two- 
way street, as far as trade, which will create jobs. 

I know there are labor problems here in the United States. I 
know the argument about jobs leaving this country, but it seems 
to me, from the standpoint of national security and economic seen- 
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rity for South and Central America, as well as the United States, 
we really need to reevaluate our position and push to pass some 
of these free trade agreements, which, I think, will help a great 
deal. 

I have talked a long time, Mr. Chairman, but I think these are 
very important issues. I appreciate you being chairman, and I look 
forward to working with you, and I yield back my time. 

[The prepared statement of Mr. Burton follows:] 

Prepared Statement of the Honorable Dan Burton, a Representative in 
Congress from the State of Indiana 

I would like to personally thank our two distinguished panels for being here today 
as we begin to delve into the United States’ policy toward the diverse nations that 
make up Latin America, specifically with a keen interest in the current state of af- 
fairs and the President’s upcoming trip to the region. It is my hope that we are able 
to determine specific goals for mutual successes with our Latin American counter- 
parts. 

Let me start by highlighting some of the successes we have already achieved, suc- 
cess that we must not lose sight of. First, the Security and Prosperity Partnership 
agreement of 2005 provided a blueprint to combine efforts on issues from common 
border-security strategies to enhanced infrastructures protection and the ability to 
combat transnational threats. By addressing common security and prosperity issues 
through this process, officials in the United States, Mexico and Canada have en- 
hanced existing relationships, created new ones, and have strengthened the founda- 
tions for ongoing cooperation among our countries. 

Recent talks between the United States and Brazil have initiated extensive co- 
operation on biofuels and alternative energy. This joint endeavor with Brazilian 
President Lula da Silva provides an avenue for improving many relations across the 
region. This is precisely the type of dialogue and partnership that can help to en- 
hance U.S. — Latin American relations. 

It is equally important to look to nations such as Colombia which encompass a 
myriad of challenges within its border, but has made great strides in stemming the 
growth and use of drugs while addressing other challenges that accompany such 
widespread illegal activity. As Plan Colombia enters Phase II we should applaud the 
major developments that have been accomplished and not downplay the significance 
of our ability to slowly shift resources from a military focus to more social and eco- 
nomic development within Colombia. 

That said there is much room for improvement and cause for concern in Latin 
America. The shift away from democratic values in the region combined with close 
ties to rogue states such as Iran produces a deadly combination within our hemi- 
sphere. 

The transfer of illicit drugs continue to make their way to the United States, pro- 
viding a scary correlation to the flow of immigration and the concern of open access 
for terrorists. The Security and Prosperity Partnership begins to address this with 
Canada and Mexico, but we need to work with the nations in Latin America to es- 
tablish secure borders and knowledge of who is entering and leaving a country. 

The final area I would like to highlight is the business climate and the role of 
trade in Latin America. Economic prosperity is the only way impoverished countries 
can create the conditions to alleviate poverty, promote the rule of law and strength- 
en democratic and civil institutions, and thereby improve the lives of the millions 
who now live in poverty. The opening up of the economy through free trade agree- 
ments is one way to achieve economic prosperity. However, the recent trend of tight- 
ening the governmental reign over businesses through nationalizing key services is 
providing the opposite result. Unwillingness to recognize national debt further per- 
petuates the problem. The ensuing withdrawal of investors from across the world 
will have a lasting impact on individual countries as well as the region as a whole. 

We have a tough agenda before us today. I look forward to hearing each of your 
perspectives on where we have been with a focus on where the President can be 
effective while in Latin America, and the best method by which U.S. policy makers 
should proceed from here. 

Mr. Engel. Thank you, Mr. Burton. 

I would now like to give other members an opportunity for 3 
minutes to make an opening statement, but before I call on Mr. 
Meeks, I want to just say that we have not forgotten our friend to 



10 


the north, Canada, who is also in the Western Hemisphere, and we 
will be doing things with Canada as well. 

And I would like to point out that, in December, in anticipation 
of my chairmanship, many of us on the committee visited both the 
Dominican Republic and Haiti, two countries that we feel are very, 
very important and need a lot of attention. 

So now, opening statements for 3 minutes. The gentleman from 
New York, Mr. Meeks. 

Mr. Meeks. Thank you, Mr. Chairman, and I look forward to 
working with you and Ranking Member Burton, as well as Sec- 
retary Shannon, as we move forward. 

Latin America, when we think of Latin America, we hear immi- 
gration, drug trafficking, paramilitaries, trade, and the rise of left- 
ist rule and populism. That is what comes to mind for most people 
that I have talked to lately about Latin America. 

There is talk about the impact of immigration here in the United 
States but not much talk about why citizens of our neighbors to the 
south want to leave their homes to come here, particularly from the 
White House. There is lots of talk about left-leaning governments 
but not as much talk about why they are leaning left. 

Here, in Congress, there is contention over trade but not much 
talk about how preferences and bilateral a^eements have been a 
positive step in our relationship with our allies. They can and have 
gone well beyond the realm of economic policy to be used to help 
development. 

As El Salvador’s President Saca noted recently, the first anniver- 
sary of the implementation of the United States CAFTA Agreement 
with his country is today, and during this year, El Salvador has in- 
creased by 20 percent all of its exports and the economy has dou- 
bled in size. Saca said, “There is no doubt that free trade has al- 
lowed this to become true.” 

My focus, as a Member of Congress that cares deeply about the 
poorest members of society in this hemisphere, is leveraging that 
kind of economic growth for the advancement of the poor. That is 
why I am pushing to see our trade agreements and the region cou- 
pled with more generous dollars for development and targeted ca- 
pacity and infrastructure building. We did this in CAFTA by in- 
cluding $40 million that otherwise would not have been there. 

The evidence shows that most marginalized citizens in Latin 
America have been largely neglected by their governments and our 
assistance. It is my objective to see that citizens like those in Haiti, 
the indigenous in Guatemala, the Afro-Latinos displaced in Colom- 
bia, and many others in the countries of South and Central Amer- 
ica will have access to upward mobility through our attention to so- 
cial, as well as economic, factors, using tools like development as- 
sistance and trade-capacity building for progress. 

Latin America does not matter. Consciously, people do not give 
a damn about Latin America. That is the career advice that Presi- 
dent Richard Nixon offered a young and impressionable Donald 
Rumsfeld. Richard Nixon’s advice forecasted our nation’s foreign 
policy perspective toward the region. 

We have gone from aligning ourselves with dictatorial regimes, 
when it was convenient during the Cold War and the Central 
American wars of 1980, and allowing the CIA to manipulate the af- 
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fairs of South and Central American nations to ignoring the plight 
of the poor, and now we complain about leftist regimes while our 
Government puts most of its energy into fighting in Iraq. 

I think the circumstances that surround the administration’s an- 
nouncement that the President will he embarking on his most ex- 
tensive trip to Latin America ironically represents the apathetic 
approach of our policies toward the region. Why? Well, the Presi- 
dent’s trip coincides with the release of his 2008 budget, which 
slashes desperately needed development funds and anti-drug funds. 

The President will essentially gallivant on a five-country tour 
with empty hands but lots of rhetoric, mostly about why Chavez is 
bad, Cuba needs a change, and democracy is the answer for 
progress. While our rhetoric goes up, our aid goes down. Ven- 
ezuela’s aid to its neighbors is going up, and Chavez’s aid has a so- 
cially conscious aim. 

But let me be clear. I do not agree with many of the antics and 
the divisive rhetoric of Chavez. However, we can criticize Chavez 
all we want, but what matters most to the poorest in the region, 
with the world’s largest income inequities, is, who will bring their 
plight to light? Who will help? 

Perhaps we can turn the page in our policies with the region. 
Rather than Nixon-like indifference toward Latin America, I would 
like to take the perspective of the “Good Neighbor Policy” of 1933, 
envisioned by President Franklin Roosevelt and his Secretary of 
State, Cordell Hull, when they labored to win Latin America good- 
will by following a policy that included not only trade, but because 
the United States was in the midst of the Great Depression, and 
they hoped to increase trade with Latin America and spur eco- 
nomic recovery. 

Let me conclude with this. The African-American author, James 
Baldwin, once said, “American history is longer, larger, more var- 
ious, more beautiful, and more terrible than anything anyone has 
ever said about it.” He also said, “Anyone who has ever struggled 
with poverty knows how extremely expensive it is to be poor.” 

As someone who knows personally the high price of poverty, I 
think it would be extremely costly and dangerous to our nation if 
we remain, through our policies, indifferent to the plight of the 
poor and the marginalized in Latin America. 

Mr. Engel. I thank the gentleman. The gentleman from Florida, 
Mr. Mack. 

Mr. Mack. Thank you, Mr. Chairman. I look forward to working 
with you. In the conversations that we have had, I know that your 
heart and mind are in the right places, and I appreciate that so 
much. Also, as I see my colleagues on the other side, we have also 
had the opportunity to talk about a lot of these issues and work 
together, and I look forward to continuing to do that on this com- 
mittee and in other matters. 

Mr. Shannon, I think you have heard already today from both 
sides that there is a feeling that we have not focused enough atten- 
tion on Latin America. Some of the rhetoric, even though when we 
say we are not using rhetoric, we are, on both sides, most of it is 
true. That is the reality of it. My good friend just said that the 
President is going to go down and say Chavez is bad. Yes. Well, 
Chavez is bad. 
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So the reason the rhetoric stings is because it is real, and the 
reason that we are having the problems that we are in Latin Amer- 
ica is because we have not focused on, and we have turned out at- 
tention away from, Latin America. 

There are many challenges in our hemisphere, and you have 
heard many of them articulated today. I could sit here and go 
through a laundry list of things, not just in Venezuela but in all 
of Latin America. Some will want to point to successes. Some will 
want to point to failures. The reality is we need to have bench- 
marks to determine whether or not we are making progress in 
some of these efforts or if they are slipping. 

I would suggest that if you look at some of the countries in Latin 
America, there are signs that our democracy building could be bet- 
ter and that there are signs that countries and people are having 
influence in Latin America, to the detriment of democracy and free- 
dom. 

I think we all can agree and believe that one of the things we 
need to do is to focus on the poverty, on the issues that are impor- 
tant to the people of Latin America, and also have a policy on what 
we are going to do about the governments in Latin America. We 
need to have more than one fleld of attack on the issue in Latin 
America. 

There are a lot of passions up here, and certainly I am pas- 
sionate about the issues in Venezuela and in Latin America. 

I want to thank you ahead of time. We are going to have an op- 
portunity to meet later today, and I look forward to that discussion. 
My comments this morning and my questions will be about what 
are we going to do for the future. I am excited that the President 
is going down, but I agree with Mr. Meeks that I want to see some 
results. I want to see some tangible things that we are doing. I do 
not want to talk any more about a policy that says we do not want 
to have a rhetorical war with Chavez. Well, of course, we do not. 

I am not just listening to the words that Chavez speaks; I am 
watching the actions that Chavez takes. We need to be more ag- 
gressive, we need to pay more attention, and, most of all, we need 
to let the people of Latin America know that we support them and 
that we support the ideas of freedom and democracy because we 
know it will make their lives better. Thank you, Mr. Chairman. I 
look forward to working with the committee, and I look forward to 
your testimony. 

Mr. Burton. I thank you, Mr. Mack. We look forward to working 
with you as well. 

The gentlewoman from California, Ms. Sanchez. 

Ms. Sanchez. Thank you, Mr. Chairman, and I will try to be 
brief so that we can get to the actual testimony. 

I just wanted to say that, since September 11th, the Bush admin- 
istration and, quite frankly. Congress as well, has all but ignored 
Latin America. Aside from aggressively trying to push an expan- 
sion of that NAFTA trade model, it appears that Latin America has 
all but disappeared from the regional stage. 

It has become painfully clear that public opinion of the United 
States has declined dramatically throughout Latin America, and I 
think that that is really a tragedy because the United States has 
been, and should continue to be, a positive partner with our neigh- 
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bors throughout the Western Hemisphere. If we are going to be se- 
rious about repairing our relationship in the region, however, we 
need to focus on the underlying problems of poverty, human rights 
abuses, and development. While I am pleased that President Bush 
is finally visiting the region. Congress also, I believe, needs to take 
a more active role. 

Last November, I had the opportunity to travel to Colombia, and 
I saw firsthand many of the challenges that are facing our friends 
and allies in the region. So I want to see a renewed focus on re- 
sponsible economic development, coupled with a strong commit- 
ment to promoting human rights, and I am pleased to be working 
with Chairman Engel, Ranking Member Burton, and my other col- 
leagues on the subcommittee to focus on meeting these challenges. 
Thank you, Mr. Chairman, and I yield back. 

Mr. Engel. I thank the gentlewoman. 

It is my pleasure to call on the gentleman from Puerto Rico, Mr. 
Fortuno. I have told him that, besides himself and Mr. Serrano, I 
think I am number three in the amount of Puerto Ricans that I 
represent of all of the Members of the United States Congress. The 
gentleman from Puerto Rico. 

Mr. Fortuno. Thank you. Thank you, Mr. Chairman. We are all 
proud of your representation of my colleagues. I want to thank you, 
Mr. Chairman and Ranking Member Burton, for holding this hear- 
ing. I am pleased to welcome Assistant Secretary Shannon as he 
presents an overview of U.S. policy in the region, and I also want 
to thank you for your service to our nation as well. Oftentimes, we 
fail to do that, and we should do that with everyone coming here. 

As you mentioned, Mr. Chairman, I represent a Caribbean/ 
United States territory with unique ties to the rest of Latin Amer- 
ica. We are very close to where a lot of the action is, actually, less 
than an hour away from Venezuela, very close to Cuba and Central 
America, with close ties, economic and otherwise, to Central Amer- 
ica and the region. 

I share the comments that were made on both sides of the aisle 
regarding the need for greater focus on the area. When we talk 
about Latin America, we have to understand that these are our 
strongest allies and partners, in addition to being our next-door 
neighbors, and it is in our own interest to, indeed, do this. 

If I may, I would strongly suggest that we base our relationship 
on respect, mutual respect, and a partnership on economic develop- 
ment and growth and on individual freedoms and human rights. If 
we do that, I believe we can forge the partnership that actually we 
all want to see happen. 

Actually, I go back to the Alliance for Progress, and yesterday we 
were in a meeting with President Saca, and I mentioned that my 
uncle headed the Alliance for Progress under President Kennedy. 
I know that it was not just about financial assistance; it was about 
respect, mutual respect, that that alliance was forged. And I be- 
lieve that working in a bipartisan way, we can, indeed, achieve 
those goals. 

I have shared concerns about human rights in the area, having 
to do with Venezuela and otherwise, but I believe that if we can 
focus on the positive, we can achieve a lot more. Thank you again. 
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Mr. Engel. I thank the gentleman. Now, I will call on the gen- 
tleman from New Jersey, Mr. Sires. 

Mr. Sires. Thank you, Mr. Chairman. I could probably echo and 
repeat everything that was said here because I think, ever since I 
have been in high school, everybody has been telling me about the 
potential of Central and South America and the Caribbean, and 
here we are, in 2007, and everybody is talking about how this coun- 
try never focuses on the region. 

Just looking at the budget this year, with everything that is 
going on in the world, I see that there are cuts in some of the most 
important things to this area. We have cuts in child survival and 
health programs. We are looking to cut $5 million in assistance to 
Bolivia. 

I am very concerned that the policy of this country is creating a 
void, and it is creating a void where it gives opportunities to other 
people to come in and fill that void. You have Chavez, you have 
Iran now in the region, and I am deeply concerned that we are 
missing the boat in more than one way. 

But I am going to just end here because I want to ask you a 
question when we get to your statements. Really, I do not know. 
It just seems that, for years and for years, people just have ignored 
this region, and it is the closest to us, and we should be closer to 
them. So thank you, Mr. Chairman, for the opportunity to say a 
few words. 

Mr. Engel. I thank the gentleman. The gentlewoman from Ari- 
zona, Ms. Giffords. 

Ms. Giffords. Thank you, Mr. Chairman. First of all, I would 
like to congratulate you for becoming the chairman of this com- 
mittee and also for Ranking Member Burton, who, I understand, 
just stepped out of the room. Being from southern Arizona and hav- 
ing lived and worked in Latin America, I certainly never believed 
that I would end up serving in Congress and serving on the West- 
ern Hemisphere Subcommittee. It is a real honor, and it is a real 
pleasure to be here today. 

Briefly, because we are here to hear from Secretary Shannon, my 
big concern is that this administration, this Congress, has largely 
ignored Latin America, largely ignored the fact that, with this new 
economy, there are going to be real winners and real losers, and 
if Latin America does not fall out on that end of the spectrum of 
being winners, it is going to have a very strong, direct impact on 
us in the United States. 

I am on the front lines of an immigration crisis, and if we do not 
work with our colleagues in both Mexico, Central America, South 
America, we will continue to see a very large flow of immigrants 
that are seeking better prosperity, and we are on the front lines 
of that. So it is a real issue that affects my district, one of ten 
United States-Mexico border districts. It affects this Congress. It 
affects national security. 

So, Mr. Chairman, again, thank you for having me serve on your 
committee. It is an honor to be here. Thank you. 

Mr. Engel. Thank you, and I look forward to working with you. 
I know there are many, as you said, border issues, and we will be 
exploring every one of them. We welcome your input and perhaps 
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can come down to your district and deal with some of those very 
real issues in a field hearing in the future. 

Now, the gentleman from New Jersey, actually, a classmate of 
mine coming to Congress 10 terms ago in the same year, Mr. 
Payne. 

Mr. Payne. I do not know if that is had or good. My colleagues 
over here who are saying, “I lost,” sound like my opponent. But let 
me just congratulate my classmate, as he mentioned. Representa- 
tive Engel, for becoming the chairman of this committee, and I 
have to commend him for the initiative that he has taken already. 

As he indicated, we took a very important trip to the Dominican 
Republic and Haiti. We visited the sugar cane-producing areas in 
the D.R. and even reviewed some of the substandard working con- 
ditions. As a matter of fact, CNN went down to follow Chairman 
Engel, so I really commend him for taking the initiative, and I look 
forward to working with him. 

Even though former Chairman Burton is out of the room, I will 
say nice things about him anyway. He is a decent person. We 
served together on a number of committees, and he was definitely 
committed. I have to give him credit. He has an open mind, and 
he would go to see by himself, and, in many instances, I am sure, 
to the chagrin of some of his colleagues on the other side, he had 
an open mind to Mr. Chavez, wanting to go to see what was going 
on. So I commend him for, at least, being curious and trying to be 
open minded. 

We are certainly looking forward, and I will be as brief as I can, 
on this policy because I think that the U.S., as I mentioned to one 
of the former secretaries, Noriega, that we did not only have a bad 
policy, I told him at that time; we had no policy, in my opinion. 
And it makes no sense that our neighbors to the south, so impor- 
tant, so many people from Latin America and South America in our 
country, that we would ignore the hemisphere. It, to me, like I 
said, makes no sense. 

So, as we know, next Thursday, President Bush will embark on 
a week-long trip to Latin America. His visit is the first trip to the 
region since becoming President, so I think that really says some- 
thing about where this hemisphere was on the agenda. So, hope- 
fully, though, we can catch up. The neglect of Latin America has 
cost us important allies in recent years and months. The popular 
opinion of the United States in Latin America is waning, going 
down, and resentment against the United States is growing. 

As we reflect on the current, volatile, political situations through- 
out Latin America, it is important that we examine the reasons 
why large swaths of the population in this hemisphere have thrown 
their support behind populist leaders, such as President Hugo Cha- 
vez of Venezuela and Evo Morales of Bolivia. 

Let us start by effectively addressing poverty and inequality, as 
Congressman Meeks mentioned, two enemies of democracy which 
have grown exponentially in recent decades. I think that the Inter- 
American Development Bank’s debt cancellation of five Latin 
American countries is a step in the right direction — Bolivia, Guy- 
ana, Haiti, Honduras, and Nicaragua — which is a step that we 
should really try to capitalize on. Let us make sure that our poli- 
cies help ensure prosperity and justice for everyone and demand 
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more accountability on the part of governments whom we are send- 
ing aid to. 

I visited Colombia last month, the largest recipient of United 
States aid, and I know that Congressman Meeks and Delahunt 
have been frequent travelers to the area and are concerned about 
that area, but as I discovered, as we know, African-Colombians 
comprise roughly 25, in some estimates, up to 40 percent of the 
population, but they live in persistent fear of guerrillas and para- 
military violence. 

They get it from both sides. They are displaced. They are without 
adequate protection from the government. The army does not get 
in to protect them, and they endure substandard living conditions: 
No running water, no electricity, no decent schools, and no jobs. So 
there has to be attention, as we do Plan Colombia, $400 million, 
that this population not be marginalized. 

Let me conclude that in Brazil, another home of the largest popu- 
lation of African people outside the continent of Africa, about 75 
million people, from African descent, which ties the population of 
the United States, as a matter of fact, racial disparity still 
marginalizes the Afro-Brazilian population. 

I have to say that we have a great U.S. Ambassador, Ambas- 
sador Sobel, who recently went to Brazil, and I think that he has 
a creativeness, and I hope that his policies will catch on. 

So our policies must ensure that special attention be given to the 
historically marginalized and disenfranchised ethnic groups within 
the region. 

Finally, recently, I traveled to St. Croix for the Summit on HIV 
and AIDS. The economic impact of AIDS is severe. It has silently 
plagued this part of the world, the second largest incidence of HIV 
and AIDS, right in our hemisphere, and nothing is being said about 
it. 

So, as co-chair of the bipartisan. Congressional Caribbean Cau- 
cus, co-chaired by Representative Weller, we will be following up 
on this situation. The impact of the pandemic throughout the Car- 
ibbean is devastating, and we must find ways to address it. 

Mr. Chairman, I really look forward to with you in this term. 

Mr. Engel. Thank you, and now the gentleman from Massachu- 
setts, Mr. Delahunt. He is extremely knowledgeable about the 
Western Hemisphere. Mr. Delahunt. 

Mr. Delahunt. Yes. Thank you, Mr. Chairman, and it is very 
good to see you sitting where you are, and it is very good to see 
Mr. Burton sitting where he is sitting. 

Mr. Engel. What does that mean? 

Mr. Delahunt. Let me echo the kudos that have been visited 
upon the Secretary. I have appeared with him in different venues, 
speaking to the issues that this particular subcommittee is con- 
cerned about. I know he understands the issues, and I think that 
he shares a vision that we all can embrace, both Republicans and 
Democrats, in terms of our Latin American policy. 

As an aside, Mr. Shannon, let me particularly compliment you on 
the rhetoric that has emanated from the Department of State re- 
garding issues in Latin America. It has been measured, it has been 
respectful, and I think it is extremely important and, hopefully. 
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will bear fruit in terms of our bilateral relationships with every 
country in South America. 

Having said that, to pick up on an observation by Don Payne, I 
think it is important to understand, and I think there is a con- 
sensus, that the greatest enemies of democracy are not individuals 
or individual nation-states but, rather, poverty, lack of hope, pro- 
found disparity and inequality of income and wealth. While we can 
share those values, I think it is incumbent upon both the adminis- 
tration and this Congress to not simply talk the talk but walk the 
walk. 

When I reflect and think that the country of Egypt receives in 
excess of $2 billion of assistance from this country, and yet the en- 
tire continent of South America receives somewhat in excess of $1 
billion, it tells me that we are not walking the walk, and that has 
to be addressed. We have got to get serious about that commit- 
ment. We cannot just simply rely on rhetoric that sounds good at 
subcommittee hearings. 

Myself and the Chair of the committee, Mr. Meeks, Mr. Sires, 
and others are working on legislation now that reflects the proposal 
that was passed out of this committee last year, under the leader- 
ship of the then-chair, Mr. Burton, that reflected a Herculean effort 
by now Senator Bob Menendez, the so-called Social Investment and 
Economic Development Fund for the Americas. 

I think that that passage, and the support by the administration 
of that particular proposal, is absolutely essential, and we hope to 
file that bill, and I am sure we can secure support from our Repub- 
lican colleagues in the near future. We are simply waiting to re- 
ceive a final version from Senator Menendez, and we would hope 
that you would take the message back to the administration that 
this is a proposal that this subcommittee and that this Congress 
is very interested in, and we hope that we can count on your sup- 
port for its passage. With that, Mr. Chairman, I yield back. 

Mr. Engel. Thank you. The gentlemen from Florida, Mr. Klein. 
I know he wanted very much to get on the subcommittee, and we 
are happy to have you here. 

Mr. Klein. Thank you, Mr. Chairman, and welcome, Mr. Sec- 
retary, and I look forward to working with all of the colleagues on 
this committee. 

Many of you have expressed the fact that we all live in commu- 
nities that are impacted, of course — all of us in the United States 
are impacted by activities that happen in our hemisphere. 

Those of us who live in Florida, and South Florida, in particular, 
have the uniqueness also, as many of you do, of having a higher 
level of families, business interests, reaction when things do not go 
well in South America, and, historically, when the ups and downs, 
the various movements of governments, take place in Central and 
South America, there is a great deal of immigration, a great deal 
of humanitarian need, and a great deal of interest from the com- 
munities in Florida, as is there in your communities as well. 

So this is something that I would certainly echo, without restat- 
ing what everybody said, that there needs to be a much higher 
level of interest. 

One specific example, I think, of the reason that Mr. Chavez and 
the Iranian Government have been able to attempt and, in some 



18 


cases, make some inroads is because, of course, of the fact that 
there is a receptive environment, and it has been expressed by a 
number of people today that, whether it is humanitarian, whether 
it is jobs, whether it is quality of life, Mr. Chavez’s populist state- 
ments, his views, his actions, his money have all had at least some 
reception in some of these communities in Latin America. 

I think we heard, in another committee meeting yesterday, that 
there was a 1-day conference on Latin America hosted by the Ira- 
nian Government, which was attended by representatives of Argen- 
tina, Colombia, Venezuela, Cuba, Brazil, Uruguay, Italy, and Rus- 
sia. Obviously, the Iranian Government is, as we already know, 
also trying to extend its influence and probably many of its anti- 
American beliefs and values and encouragement into our back yard 
as well. 

So I think that we all recognize, and it has been stated today, 
that there is a problem. There has probably not been the level of 
effort and support, and it is not just money. We probably need to 
spend a lot more money, but it is what we do with the money. 
What is the outcome? What is the measurement? It is about quality 
of life. It is about — I do not want to use the term “winning hearts 
and minds,” but, in a sense, you understand what I am saying 
when I say that. 

It is about convincing people in these countries that what we are 
suggesting to them, in terms of way of life, is in their best interest, 
not because we are telling them, but we are showing them that the 
way we live our life in the United States can be shared with them, 
those values, those qualities, those job opportunities, and it works 
in a hemispheric way. 

So I think it is something that we need to take very, very seri- 
ously. We cannot be neutral. We cannot be passive. We need to be 
aggressive because there are other interests out there right now 
that are being very aggressive in trying to convert people living in 
those countries to a different line of thinking, which is extremely 
adverse to the United States’ interests, and we cannot be casual 
about that. 

So, in your comments, if you could address what you believe the 
State Department’s view and reaction and interests and strategy is, 
in dealing with the Iranian influence, and how you see that playing 
out as well. 

Mr. Chairman, I look forward to working with all of the members 
of this committee in really pronouncing a much more active role 
that our Government can take in building relationships with our 
friends in Latin America. 

Mr. Engel. I thank the gentleman. 

Well, now. Secretary Shannon, it is an honor to have you, and 
it is an honor, I guess, for you to appear at our first meeting, but 
part of what goes along, the baggage that goes along, is that every- 
one is enthused, and we want to all make opening statements, so 
we apologize for you having to listen to us, and now we want to 
listen to you, and we are all ears, so you have the floor, Mr. Sec- 
retary. 
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STATEMENT OF THE HONORABLE THOMAS A. SHANNON, JR., 

ASSISTANT SECRETARY, BUREAU OF WESTERN HEMI- 
SPHERE AFFAIRS, U.S. DEPARTMENT OF STATE 

Mr. Shannon. Mr. Chairman, thank you very much, and Mr. 
Burton, Mr. Meeks, Mr. Mack, and Mr. Fortune, Ms. Sanchez, Mr. 
Sires, Ms. Giffords, Mr. Payne, Mr. Delahunt, Mr. Klein. I am hon- 
ored to be here, and I can tell you, I enjoyed listening to the state- 
ments. 

I appreciate the interest, I appreciate the presence, and I look 
forward to the questions and the give and take because, from our 
point of view, we have worked hard, and I know that you all have 
worked hard, and you staffs have worked hard, to try to make our 
policy in the region as bipartisan as possible. Because we recognize 
that when we work together, we work better, and the degree to 
which we are clear in terms of what our goals are, we are clear in 
terms of what our policy levers and devices are, and we are clear 
on how we use them which is vital to our success in the region. 

I appreciate the fact that all of you have echoed a desire to be 
more engaged in the region, to be more involved in searching for 
solutions to problems in the region, and recognition that what we 
are facing in the region is, to a certain extent, a challenge for de- 
mocracy. 

I have submitted a written statement, which I will not run 
through in great detail, but there are some highlights that I would 
like to point at as I prepare for your questions, and these points 
are fairly straightforward. 

The first is, from our point of view, the Americas, and this is how 
we refer to our region, as “the Americas,” because today it includes 
Canada, especially within the Bureau of the Western Hemisphere 
Affairs, but in the Americas, we believe that we are really on the 
cutting edge of transformational political and economic change in 
the world today. 

This is a region that has completed the first and most dramatic 
stage of political change. It has moved largely from authoritarian 
governments to democratically-elected governments. It has moved 
from closed economies to open economies that rely on trade to link 
to globalized markets. But it is a region that now faces the next 
generation of transformational challenges, and, although not as 
dramatic as the first, in some way, these challenges are more per- 
sistent and more difficult to overcome, and that is really finding a 
way for democracy to be able to address the really dramatic social 
agenda that this region faces, especially in terms of poverty, in- 
equality, and social exclusion. 

Our engagement in the region, U.S. policy in the region, is de- 
signed to help our partners meet this challenge and to show, at the 
end of the day, that democracy can deliver the goods. 

The focus of our policy is fourfold. First, to consolidate democracy 
and the democratic gains of the past; secondly, to promote pros- 
perity and economic opportunity in the region; third, to invest in 
people because we recognize that economic opportunity without in- 
dividual capacity to take advantage of that opportunity is meaning- 
less to the vast numbers of the poor and vulnerable in Latin Amer- 
ica and the Caribbean; and, finally, to protect the security of the 
democratic state. 
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In our diplomacy, and in our efforts to achieve these goals, we 
are guided by five principles. The first is that we have to maintain 
our political and commercial engagements in the region and that 
our engagement has to be sustained, and I believe one of the mes- 
sages that I am getting from all of you is some doubt about wheth- 
er that message or that engagement has been sustained. I hope 
that, in the course of this talk, I will be able to convince you that 
it has been but that the challenges are large. 

The second principle is that we need to continue a positive agen- 
da in the region, focused on helping our partners be successful. 
This is what our partners want from us. They recognize that we 
can help them achieve their goals, and those goals are largely posi- 
tive. 

Third, we need to articulate our policies in terms of economic and 
social development and well-being. 

Fourth, we need to use multilateral institutions, regional trade 
agreements, and the summit process, the Summit of the Americas 
process, to promote integration and build social cohesion within the 
Americas. 

And, finally, we need to develop strategic partnerships to pro- 
mote our goals, and this has actually been one of our larger diplo- 
matic efforts, not only strategic partnerships in the region, with 
key players in the region, but also strategic partnerships outside of 
the region, with countries that have real interests inside of the 
Americas. 

Our foreign assistance budget is concentrated strategically to 
help us achieve our goals. I have heard here a real concern about 
the size of that budget. In the written statement, I highlighted four 
emblematic cases about how we have been focusing our assistance 
over time to areas where we think we can have the most impact. 

The first of those was Colombia and the Andean countries, the 
second was Haiti, the third was Cuba, and the fourth was support 
for trade-capacity building in order to allow countries to take ad- 
vantage of free trade agreements and take advantage of pref- 
erential access programs in order to make sure that the oppor- 
tunity and prosperity that come from them actually moves quickly 
and easily through societies. 

However, it is important to understand and recognize that our 
engagement in the region is larger than our foreign assistance 
budget. At the level of the State Department, there are several 
things that I would like to point out that indicate an increased en- 
gagement in the region. 

First, we are moving additional positions to Embassies in the re- 
gion under the Global Repositioning Program. I am sure you re- 
member that Secretary Rice, having recognized that we were prob- 
ably heavy in our Embassies in Europe and not having enough peo- 
ple on the ground elsewhere in the world, began a Global Repo- 
sitioning Program, which, in the Bureau of the Western Hemi- 
sphere Affairs, will add 26 new overseas positions to our Embassies 
in places like Venezuela, Bolivia, Nicaragua, Brazil, Haiti, Guate- 
mala, and Peru. 

Also, we are in the process of creating six American Presence 
Posts in the region, which will allow us to enhance our outreach, 
especially to those towns and large cities in the region in which we 
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do not have consulates or consulate generals or Embassies but 
where we really need to have a presence. 

Finally, in terms of the State Department, we are in the process 
of spending about $1.8 billion in construction and upgrading Em- 
bassies and consulates. This is a physical commitment to the re- 
gion, as we enhance our ability to do our work in the region. 

Finally, we are also in the process, within the Bureau of Western 
Hemisphere Affairs, of reorganizing our bureau in order to make 
it reflect better the realities and the challenges that we face today 
in the region. 

But more broadly, our engagement, under the leadership of 
President Bush and Secretary Rice, from my point of view, has 
been significant, and it has been dramatic and, I think, shows that 
we have been far from absent from the regime. 

Let me just cite a few indicators which, I think, underscore this. 
First, in terms of Presidential engagement and Presidential trips 
to the region, the trip the President will be making next week will 
be his eleventh trip in the Americas. Now, three of those eleven 
have been to Canada, but even if you discount those, he has trav- 
eled into the region eight times. This is more than any President 
in the history of the United States. 

He has also visited more countries than any President. He has 
attended three Summits of the Americas, and he has hosted the 
OAS General Assembly in Florida. The last time the U.S. hosted 
an OAS General Assembly was under the Presidency of Jimmy 
Carter. 

Just in the year 2006, the President had 19 bilateral meetings 
with regional leaders and one trilateral meeting in Cancun, Mexico, 
and he has had 34 head-of-state phone calls. That is more than one 
significant contact with a head of government per week. So, at 
least, in terms of the President’s time, there has been significant 
engagement. 

In terms of our assistance, it is also important to note that, 
under the leadership of President Bush, the United States has dou- 
bled annually its assistance to the region. Under the previous ad- 
ministration, we spent, on average, and this includes the $1.3 bil- 
lion we put into Plan Colombia, about $800 million a year. Through 
2007, we have spent, on average, about $1.5 billion to $1.6 billion. 
It does not compare, as Mr. Delahunt noted, to Egypt, but it is a 
significant increase over time. 

Again, if you look at what the previous administration spent in 
8 years, which is $7.4 billion, this administration spent in 5. It 
spent $7.6 billion in the region. So, effectively, each dollar we 
spend, from today onward, is extra money for the region. 

Also, the administration, through the Millennium Challenge Ac- 
count, has brought $850 million in new funding to the region, and 
this is only so far. We are in the process of negotiating Millennium 
Challenge compacts with several other countries in the region that 
could increase this amount. 

In terms of the fight on HIV/AIDS, up to this point, we have 
spent about $142 million in addressing HIV/AIDS, and if you look 
at the 2007 and 2008 budget requests, this will increase this 
amount to a total of about $335 million. 
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If you look at the Peace Corps, this administration has increased 
Peace Corps spending in the region by about 30 percent on an an- 
nual basis, and this translates, on average, to about 600 more vol- 
unteers in the field each year. 

In regard to free trade agreements and preferential access agree- 
ments, we have concluded and signed free trade agreements with 
countries that represent about two-thirds of the GDP of the hemi- 
sphere, and, through preferential access agreements, effectively, 
about 85 percent of all goods coming from the regime enter the 
United States duty free. In dollar terms, this has nearly doubled 
in terms of what was entering the United States in 2001. 

Job creation figures are hard to address. We believe that the An- 
dean Trade Preferences Act and the extension, the Andean Trade 
Preference and Drug Eradication Act, have created about 1 million 
jobs in the Andes. That is a significant impact, economically and 
socially. 

Also, as you know, there is a huge flow of remittances from the 
United States into the region, and it increases dramatically each 
year. The last estimate put it at about $45 billion a year flowing 
from the United States into Mexico, the Caribbean, and South 
America. 

One of the initiatives this administration has undertaken is to 
reduce the transfer costs of remittances. When this administration 
came into office, the transfer costs were around 15 percent of all 
of the money moving into the hemisphere. 

We, working with the Treasury, working with the Federal Re- 
serve, working with the Inter-American Development Bank, and 
banking systems and financial systems in the region, and working 
through the Summit of the Americas process, have been able to re- 
duce transfer costs to about 5.6 percent. 

What this means in real terms is about 5 billion extra dollars a 
year are flowing to those recipients of remittances and are not 
being captured by agencies that transfer the money. This comes out 
to about $300 per recipient family per year, and, again, that is a 
significant amount of money and, I believe, a significant accom- 
plishment. 

Finally, in terms of debt relief, through the Highly Indebted Poor 
Countries Initiative, through the G-8 Debt Relief Initiative, which 
was a U.S. initiative, and then through our efforts to import the 
G-8 Debt Initiative into the Inter-American Development Bank, 
which was an initiative of President Bush’s at the Summit of the 
Americas meeting in Margo Plata, we are poised, effectively, to for- 
give, over time, about $17.3 billion in debt of the poorest countries 
in the region. 

Again, this comes out, on average, to about $550 per person in 
those poorest countries. When you consider that in those countries, 
average health care is about $50 per person, we really are creating 
a financial space that these governments will be able to take ad- 
vantage of 

Again, I am going to stop my statement here. I recognize there 
are questions. I recognize Mr. Klein, in particular, would like me 
to address Iran. I am happy to do all of this in response to your 
questions. 
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I believe that the President’s trip to the region gives us a great 
opportunity to say, yet again, how we have engaged in the region, 
to underscore our commitment to the region, and to listen and hear 
from the region what the region would like to see from us because, 
ultimately, as we engage in the region, as we push an agenda 
which is democratic, which is about building economic hope and 
prosperity, we believe that, through this positive engagement, we 
can help the region address some of the tremendous social prob- 
lems it faces. 

Mr. Chairman, thank you very much for this opportunity, and I 
look forward to your questions. 

[The prepared statement of Mr. Shannon follows:] 

Prepared Statement of the Honorable Thomas A. Shannon, Jr., Assistant 

Secretary, Bureau of Western Hemisphere Affairs, U.S. Department of 

State 

Mr. Chairman and Members of the Committee: 

Thank you for the opportunity to discuss the Administration’s foreign assistance 
priorities for the Western Hemisphere and our overall vision for the region. The op- 
portunity to meet with you is especially welcome coming only one week before the 
President’s five-country swing through South America, Central America, and Mex- 
ico. 

The Americas are on the cutting edge of transformational political and economic 
change in the world. Unlike other regions, the Americas have already completed, 
with one exception, the first and most dramatic stage of such change: moving from 
authoritarian regimes to democratically-elected governments, and from centrally 
controlled, closed economies to open, trading economies that link to global markets. 

Today, the thirty-four democratic states of our hemisphere face the next genera- 
tion of transformational challenges: how to build enduring democracies and market- 
based economies that can address a regional social agenda dominated by poverty, 
inequality, and social exclusion. 

The Americas, through the Summit process, the institutions of the Inter-America 
system, and the Inter-American Democratic Charter, have committed themselves to 
addressing their fundamental social and economic development challenges through 
democratic means. In the clearest terms, the Americas have asked this question: 
Can democracy deliver the goods? Can democracy provide the benefits and services 
required by its poorest and most vulnerable citizens while protecting the rights and 
liberties of all its citizens? 

By answering this question affirmatively, the Americas have expanded our under- 
standing of citizenship and democratic participation beyond voting and political ac- 
tivity to include participation in the economic and social life of our nations. It is 
no longer enough for our citizens to have a voice in determining our national des- 
tinies. They also need to have access to the economic opportunity, the individual ca- 
pacity-building, and the security to become agents of their own personal destiny. In 
short, democracy in the Americas becomes the means by which individual freedom 
and human dignity is asserted and made manifest. 

This understanding of democracy has created what President Bush has called a 
“revolution in expectations.” In a speech he gave in Brasilia, Brazil, in November 
2005, the President asserted, “In free societies, citizens will rightly insist that peo- 
ple should not go hungry, that every child deserves the opportunity for a decent edu- 
cation, and that hard work and initiative should be rewarded. Aud with each new 
generation that grows up in freedom and democracy, these expectations rise — and 
the demands for accountability grow. Either democracies will meet these legitimate 
demands, or we will yield the future to the enemies of freedom.” 

Meeting these “legitimate demands” has presented a challenge to many national 
governments. Weak institutions in some countries, and the political difficulty of ef- 
fecting the microeconomic and national changes necessary to extend the benefits of 
democracy and free markets to all people, has generated impatience and frustra- 
tions. It has also created an opportunity for the emergence of a competing vision 
of development in the Americas. This competing vision harkens back to earlier de- 
velopment models in the Americas, and is based upon centralized, commodity-based 
economies, authoritarian political leadership, and the assertion that the demands of 
social justice and the intent of the majority trump respect for individual rights and 
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liberties. This vision did not succeed in the past, and we do not believe it will suc- 
ceed today. 

As these differing visions compete for influence in the Americas, it is important 
to remember two things: First, these visions will compete on political terrain, within 
democratic processes and institutions, and the victor will be determined by results 
and not by ideology or rhetoric. Second, although this competition will express itself 
in some countries through political dispute and conflict, it is an expression of a more 
fundamental struggle: how to address poverty, inequality, and social exclusion. In 
this regard, we should not underestimate the volatility created by growing social re- 
sentment and bitterness among the poorest and most vulnerable sectors of the 
Americas. 

The United States is committed to helping our partners in the Americas success- 
fully take the next step in this hemispheric process of transformational change. Our 
policy engagement, our diplomacy, and our foreign assistance is aimed at drawing 
the link between democracy and development, and showing that democracy can de- 
liver the goods. Our activities in the region focus on the following: 

Consolidating Democracy and Promoting Prosperity: U.S. policy offers a positive 
vision based on the benefits of representative democracy, economic integration, and 
faith in the transformative power of freedom in individual lives. The United States 
recognizes that the inequality of income and wealth that characterize much of the 
region make it difficult for democracy to thrive. Sustainable economic growth and 
political stability are only possible if governments provide access to the political sys- 
tem, economic opportunity, and social justice to all citizens, especially the poor and 
marginalized. We will continue to lead hemispheric efforts to catalyze private sector 
investments, reduce the cost of doing business, and expand access to microcredit. 

Investing in People: Our policy aims at inclusion. All citizens, not just elites, 
should benefit from the opportunities of democracy. For citizens to realize their full 
potential in freedom requires deepening investments in health care, education, and 
rural development. We will help to combat illiteracy and improve the quality of and 
access to education; strengthen health systems to treat and prevent infectious dis- 
eases, including HIV/AIDS, and improve maternal and child health. 

Protecting the Democratic State: In recent years, the United States and our re- 
gional partners have fundamentally transformed the security agenda of the Amer- 
icas and forged a consensus on the vital link between security and prosperity. To- 
day’s challenge is confronting nontraditional, multidimensional threats such as or- 
ganized crime, terrorism, gangs, natural disasters, and pandemics. By protecting the 
people of the Americas from those who operate outside the law, we strengthen de- 
mocracy, promote social justice, and make prosperity more likely. 

As we work toward these goals, our diplomacy will be guided by the following 
principles: 

• Maintain our political and commercial engagement in the region; 

• Continue a positive agenda focused on engaging our hemispheric partners to 
support their efforts to consolidate gains; 

• Articulate our policies in terms of development and economic well-being; 

• Use multilateral institutions, regional trade agreements, and the Summit 
process to promote integration, and build cohesion 

• Develop strategic partnerships to promote our goals in the hemisphere. 

To accomplish our goals, and underscore that we remain an indispensable partner 
to countries intent on being successful, we have established foreign assistance prior- 
ities that are reflected in our budget request. Emblematic of those priorities are the 
following: 

• Colombia. A successful Colombia will change the face of South America. The 
U.S. has committed over $5 billion since 2000 to support Colombia’s com- 
prehensive approach to fighting the intertwined threats of narcotics and ter- 
rorism and improving the lives of the Colombian people. Colombia itself has 
paid the majority of the costs and continues to increase its defense and social 
spending. Challenges remain, but under President Uribe’s leadership, Colom- 
bia is a success story for transformational diplomacy. For the first time in 
over a generation, Colombians can envisage the possibility of real peace, and 
the Colombian government is poised to make it a reality. We have developed 
a plan for U.S. support of Colombia’s consolidation strategy to lock in this 
progress and take advantage of Colombia’s new realities. The Colombian 
strategy puts increased emphasis on consolidating state presence through ac- 
cess to social services and on development through sustainable growth and 
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trade. Our success will depend on maintaining U.S. assistance while we equip 
Colombia to assume responsibility for programs we are now funding. 

• Haiti. Haiti just completed local elections, finishing a year long cycle of voting 
that has put in place democratically-elected leaders at all levels of govern- 
ment for the first time in a decade. We now face an implementation challenge 
as we seek to build a stable state and create conditions for economic growth. 
The U.S. is Haiti’s largest donor, providing over $600 million between 2004 
and 2006. The President has requested $223 million for Haiti for FY2008. U. 
S. assistance will strengthen governance and the rule of law, improve secu- 
rity, foster economic growth and address humanitarian needs. WHA will en- 
gage with international partners to secure their long-term commitment and 
robust support for Haiti, including through the UN Stabilization Mission in 
Haiti (MINUSTAH). Fourteen Western Hemisphere contributors provide ap- 
proximately half of MINUSTAH’s strength. 

Together, Colombia and Haiti account for 56% of our FY2008 budget re- 
quest, or $813 million. When combined with other priority Andean countries, 
Bolivia, Ecuador, and Peru, these five countries account for 72% of our budget 
request. This represents an important shift in funding over the last 15 years. 
The same five countries accounted for only 20% of our FY1992 foreign assist- 
ance budget, and only 62% of our FY2006 bilateral allocations. We will con- 
tinue to target our assistance strategically to areas where it will have the 
greatest transformational impact. 

• Cuba. The U.S. Commission for Assistance to a Free Cuba detailed in July 
2006 steps for the USG to increase the flow of information to the Cuban peo- 
ple, to step up enforcement of economic sanctions, and to increase support to 
civil society and the opposition through $80 million in assistance programs in 
FY2007 and FY2008. We believe that this assistance can be a catalyst for 
democratic change in Cuba. We are prepared to increase diplomatic outreach 
and have prioritized $45 million for our efforts in Cuba in our FY2008 budget 
request. 

• FTAs. We have already completed free trade agreements that cover two-thirds 
of the hemisphere’s GDP and are working to sustain forward momentum on 
trade by empowering the private sector to take full advantage of the existing 
FTAs, link U.S. and other development assistance to building capacity for free 
trade, and highlight the benefits of free trade for workers and the environ- 
ment. We have signed our trade promotion agreement with Peru and an- 
nounced our intention to sign the trade promotion agreement with Colombia. 
We plan to continue discussions with Panama. We also need to help FTA 
partners like the Dominican Republic and Costa Rica conclude the final steps 
toward bringing CAFTA into force in those countries. We prioritized $40 mil- 
lion in regional funds for labor and environment capacity building in the 
CAFTA-DR countries. 

Overall assistance levels to the region have nearly doubled since the start of this 
Administration, rising from $862 million in FY2001 to a FY2008 request of $1.47 
billion. Funding from the Millennium Challenge Account will continue to com- 
plement other USG assistance programs for years to come as the Millennium Chal- 
lenge Corporation (MCC) provides a total of fo66 million in Compacts to Nicaragua, 
Honduras, and El Salvador, and builds upon a Threshold Country Program in Para- 
guay. We expect MCC projects, which aim to reduce poverty through sustained eco- 
nomic growth, to magnify the impact of our foreign assistance programs. This mu- 
tual reinforcement will pave the way for future growth opportunity. 

The President’s vision for this hemisphere is rooted in partnership. Next week I 
will accompany the President on his eleventh trip in the Americas with stops in 
Brazil, Colombia, Guatemala, Mexico, and Uruguay. The President’s visits will reaf- 
firm his commitment to furthering political, economic, and social advancement in 
these countries and will strengthen his relationship with the democratically-elected 
leaders of these nations. Together, with these partners and the visionary leadership 
of the OAS and the IDB, we will link democracy with development, generate broad- 
based growth through freer trade and sound economic policies, invest in the well- 
being of people from all walks of life, and make democracy serve every citizen more 
effectively and justly. 

Mr. Engel. Thank you very much, Mr. Secretary. As I said in 
my opening statement, I think that your coming here, just before 
the President leaves for the region, gives us an excellent oppor- 
tunity to exchange views, and I hope that, after the President’s 
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trip, we can continue our discussions about what he observed and 
what the administration intends to do. 

At our February 7th full committee budget hearing with Sec- 
retary Rice, I expressed to her my concern with overall reductions 
in development assistance to Latin America and the Caribbean. I 
pointed out that, while I am pleased that Nicaragua, Honduras, 
and El Salvador will receive large disbursements from the Millen- 
nium Challenge Corporation, I am concerned that overall develop- 
ment assistance for the region is down over $70 million from Fiscal 
Year 2006, and child health and survival funding is down $36 mil- 
lion. 

She responded, and I quote her, “Aid to Latin America has risen 
dramatically since the start of this administration. It’s gone from 
$862 million in 2001 to $1.4 billion in 2008.” 

In your testimony today, you recognized that the three MCC 
compacts make up $866 million of that total. The Secretary said, 
again, on February 7th, “We have been shifting some of our focus 
from service delivery and health and basic education in places 
where we think that it is well advanced and perhaps where host 
countries have resources of their own to spend.” 

I would argue that many of the cuts are taking place in countries 
in our hemisphere with massive needs in health, education, and 
other development-related areas. How do you explain the adminis- 
tration’s extensive cuts in development assistance and child health 
and survival funding in the 2008 budget? 

I want to also tack onto that a country that some of us have 
mentioned, and that is Bolivia. It is the poorest country in South 
America, and yet the President proposes to cut assistance to Bo- 
livia by $20 million in the 2008 budget. 

How does the administration plan to sustain its level of influence 
there with a cut, and do you believe that preemptively down- 
grading our relationship with President Morales will signal to him 
our lack of interest in engaging with his government? There is a 
lot of talk about Morales being the next Chavez and that perhaps 
we will have difficulty with him, but if we want to try to avoid that 
difficulty, how do we justify cutting his country in aid? 

Mr. Shannon. Bolivia, of course, falls within the larger Andean 
Counterdrug Initiative, and as we worked through the budget re- 
quests, we faced a variety of challenges. One was a directive from 
the Congress to take soft side money, counternarcotics soft side 
money, spent in ACT and put it into Economic Support Fund cat- 
egories. 

One of the challenges we face is that when you move money out 
of a specific spending vehicle, like the Andean Counterdrug Initia- 
tive, and you move it into a more global vehicle, like Economic Sup- 
port Eunds, the competition for the money grows, and suddenly you 
are competing not only within the Andean Counterdrug Initiative 
pot, but you are competing against priorities elsewhere in the 
world, all of which we are familiar with. 

In that regard, we made a determination that, given the chal- 
lenge we face in the region, and given the important partnership 
that we have established with President Uribe and with Colombia, 
and looking toward the consolidation, a plan that President Uribe 
was going to present as a follow-on to Plan Colombia, we needed 
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to be in a position to fully fund Colombia, and that required cuts 
elsewhere within the Andean Counterdrug Initiative. 

In that regard, we worked very hard to preserve as well as we 
could our assistance to Bolivia, and although there has been a de- 
cline in the assistance, the important part is that we remain en- 
gaged in Bolivia and that the assistance that Bolivia is receiving 
remains significant. I believe it is over $100 million, about $111 
million, if I remember correctly, in the 2008 request. 

Our Director for Foreign Assistance, Ambassador Tobias, is trav- 
eling in the Andes right now. He started in Ecuador. He is moving 
to Peru. I believe he is in Peru today, and then he will be in Bo- 
livia. He is having an opportunity to meet with the Presidents of 
these three countries and other important ministers to address 
these funding priorities. 

In regards to Development Assistance, the Secretary said it much 
better than I could. Obviously, again, we face significant challenges 
as we attempt to work through our budget process, and, in a per- 
fect world, we would like to have more funding available to us for 
Development Assistance. I would note, however, that even with the 
cuts you noted, our Development Assistance levels still remain high 
historically, and compared especially to Development Assistance 
funding in the previous administration, I believe they are at or 
above those levels. 

Mr. Engel. Let me just say, you have heard the concerns of 
about all of us on both sides of the aisle, and we understand that 
when you are doing a budget, there are pulls and tugs, and in a 
wonderful world, we would have unlimited sources of money, and 
we do not. 

But I think what we are really all saying is that what worries 
us is budgets show priorities, and the fact that we have got to 
make these cuts, we are worried that the administration does not 
really still accept the fact that this hemisphere should be a pri- 
ority, and we just want to say that we think it should be more of 
a priority than reflected in the budget. 

I want to ask you one other question. We have a couple of votes, 
I understand, two votes, and what I will do is let Mr. Burton ask 
a question, and then I think we will recess and come back imme- 
diately after the vote. There are just two votes. 

I mentioned in my statement the article 98 problems, and I will 
be reintroducing legislation this year to strike all of the sanctions 
against countries which have not signed an article 98 agreement. 
Does the administration plan to work with Congress in removing 
Economic Support Fund and foreign military financing restrictions 
in the coming year, and is the administration ready to support leg- 
islation to eliminate these self-defeating sanctions? Mr. Burton and 
I worked in tandem in the last Congress on this. Secretary Rice 
has agreed that this is something that needs to be changed. What 
is the administration going to do? 

Mr. Shannon. Again, thank you very much. Obviously, the re- 
strictions coming out of article 98 on ESF, MFF, IMET, and trans- 
fer of excess DoD equipment in the region has been worrisome for 
us. Secretary Rice, as you noted, has expressed this on several oc- 
casions, both in the Congress and publicly, and our larger concern 
has always been that the armed forces in Latin America are in a 
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moment of transition as they look for and understand the new se- 
curity dynamic in the region and that the security dynamic we face 
is no longer one of state-on-state violence but one of transnational 
actors, whether they be drug traffickers and organized crime or ter- 
rorists or environmental natural disasters and pandemics. 

In this regard, the kind of dramatic transformation that has been 
taking place within the U.S. military is of real interest and value 
in the region, and the degree to which we can share that, the de- 
gree to which, through our IMET programs, we can engage the offi- 
cer corps of our partner countries, the degree to which, through our 
FMF programs, we can work directly on equipment sales are all 
very important to us in our diplomacy and in our transformational 
diplomacy agenda. 

So it is our hope that we will be able to expand that engagement, 
recognizing that the article 98 issues are still important issues for 
us, and we still are working with our partners in the region to look 
for ways to promote the goals of article 98. 

Mr. Engel. Thank you. Mr. Burton. 

Mr. Burton. Since we have limited time, I am just going to ask 
you one question, or two questions together, and then I will submit 
questions for the record. 

First of all, one of the things that has concerned me and, I think, 
others is Mr. Chavez down there has poured an awful lot of money 
into the electoral process in a number of countries — Bolivia, Nica- 
ragua, and others — and the United States — I just do not know how 
to say this — it does not seem that we have taken as much of an 
interest in those countries in the electoral process as Chavez has. 
As a result, they have governments that are sympathetic to him 
and Fidel Castro and are moving to the left. 

I would like to know, in the future, what we are going to be 
doing to make sure that the influence of Mr. Chavez and the com- 
munist leftist movement down there does not start winning all of 
these elections, or winning a number of these elections, which could 
lead to real disaster down the road. That is the first thing. 

The second thing is, and you can answer them both at once, 
where you see trade preferences, a number of these countries down 
there are not going to get their free trade agreements approved by 
the Congress this year, and I do not know if you have been working 
with Charlie Rangel and some of the other people in the Congress, 
but I would like to know what the prospects are for trade pref- 
erences being extended because if those trade preferences are not 
extended, and there is no free trade agreements, I think it is going 
to cause economic hardship down there in a lot of those countries, 
which could lead to the kind of problems that we do not want to 
see. 

So if you could answer those two questions, I would appreciate 
it. 

Mr. Shannon. Again, thank you very much, sir. They are both 
very good questions and important issues. 

Regarding elections, we actually have been working very closely, 
not only with the OAS in terms of electoral monitoring but also 
with other institutions that do electoral monitoring, in order to 
make sure that as elections do take place in the region, there is 
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regional focus on the elections, that they have in place the means 
and the mechanisms to monitor the elections 

Mr. Burton. Let me just interrupt. This is real important. 

Mr. Shannon. Yes. Sure. 

Mr. Burton. Chavez bought fertilizer and sent it in there. He 
bought helicopters and sent them into Nicaragua. He bought 
trucks. He poured all kinds of money into Nicaragua. 

What I am asking is, in addition to making sure that there are 
fair elections and free elections, the influence that he buys with 
these things creates a leftist movement as far as the voting trends. 
What are we going to do to deal with that? 

Mr. Shannon. Again, an excellent point. I guess the immediate 
response would be that, with all of that assistance, Daniel Ortega 
still received fewer votes, in terms of percentage, than he had re- 
ceived in any previous election. So although Mr. Chavez attempted 
to buy influence, in terms of votes, he did not succeed. What al- 
lowed Mr. Ortega to win the election was changes to the electoral 
law that had taken place several years before, which were really 
the result of a pact between Mr. Ortega and Mr. Aleman. 

In fact, I think what we found in the region is that, without a 
doubt, Mr. Chavez has a lot of money; without a doubt, he has am- 
bitions; and, without a doubt, those ambitions extend to trying to 
play an influential role in elections. But what we, at least, have 
seen through the region is a real resistance among voters to this 
kind of external participation in elections, and, in fact, where he 
has been the most aggressive, such as in Peru, he has failed. 

Obviously, one of the things we need to do is highlight this kind 
of behavior when we see it, and there are a variety of ways to do 
it. One is by ourselves, which we can do and have done. Another 
way of doing it is multilaterally through institutions like the OAS 
and other electoral observation institutions, and, again, that is 
something that we need to do. 

This is an issue that we have tracked closely. It is an issue that 
we do concern ourselves with, but, at the same time, we have 
found, in our dealings in the hemisphere, that people care about 
democracy. They care about their institutions, and they do what 
they can, through their votes and other mechanisms, to protect 
them. In that regard, the degree to which we are able to highlight 
this kind of intervention, it tends to backfire. 

I am sorry, sir. What was your second question? 

Mr. Burton. Regarding free trade agreements and trade pref- 
erences. 

Mr. Shannon. As you will recall, at the end of the last Congress, 
Secretary Rice did send a letter requesting extension of the Andean 
Trade Preference and Drug Eradication Act, preferential access for 
Ecuador, Bolivia, Peru, and Colombia, because of concerns about 
the pace of movement of free trade agreements in the Congress, 
but also in recognition that countries like Bolivia and Ecuador had 
not negotiated free trade agreements and probably were not going 
to be able to negotiate them in the short term. 

This is something that we hope, through our U.S. Trade Rep- 
resentative and others, to have an important discussion with all of 
you and other Members of the Congress because, ultimately, we 
recognize our goal is free trade agreements. Our goal is the eco- 
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nomic opportunity that is created by those free trade agreements. 
But, at the same time, we recognize that several of the countries 
in the region are not in a political position to achieve those free 
trade agreements, and that the preferential access agreements are 
important to them in terms of job creation. 

I noted that, by our estimates, the goods coming into the United 
States, because of these preferential access agreements, probably 
have created about 1 million jobs in the Andes. These are jobs that 
are vitally important to the social well-being and stability of the 
Andes. So we look forward to having this conversation with you. 

Mr. Engel. Mr. Secretary, we have two votes. I am going to re- 
cess the committee probably for about 20 minutes, and immediately 
after the second vote, we will be right back, and we will pick up 
where we left off. 

Mr. Shannon. Thank you. 

Mr. Engel. We will recess for about 20 minutes. 

[Whereupon, at 11:40 a.m., the subcommittee was recessed.] 

Mr. Engel. The subcommittee will come to order, and I thank 
the Secretary for being patient with us, but we should have a lot 
of time now. I do not think there are votes for another few hours, 
so we should have plenty of time for the rest of the hearing. I want 
to recognize the fact that Mr. Mack is now sitting right to my left, 
and I want to call on the vice chair of our subcommittee for his 
questions. Mr. Meeks. 

Mr. Meeks. Thank you, Mr. Chairman. Again, Mr. Secretary, 
great having you. Let me see if I can get my few questions in real 
quick. 

My first question will be towards — I made my statement about 
CAFTA and what was happening with the CAFTA countries, et 
cetera, and we were very successful in getting some $40 million in 
trade assistance or trade-capacity dollars. I know you have been 
following through with what is happening with the Millennium 
Challenge Account. 

We have been having some difficulty because, as I said, I am fo- 
cused on trying to help the poor, and following, I have been trying 
to find out in some of the CAFTA countries where the money is 
going and whether or not it is getting into the hands to help those 
individuals with trade capacity. I asked Secretary Rice the same 
question when she was here. She indicated that someone would get 
back to me, and I have yet to hear from anyone. 

So I was wondering whether or not you had any insight as to 
where the trade-capacity dollars were going with reference to the 
Central American countries and whether or not you could tell me 
that because I think the chairman — we would be very interested on 
this committee to go down and see how that is working in those 
countries. So that is my first question. Let me try to get that in 
real quick. 

Then, secondly, my question, of course, would be about the plight 
of the African Colombians, in particular, those who have been dis- 
placed. They have lost their land, et cetera, and there has been a 
law on the books in regards to having them have title to their land 
and coming back to their land. I voted for Plan Colombia and prob- 
ably would vote for it again. I know you have even made a state- 
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ment that the second phase of Plan Colombia needs to be more so- 
cial in nature. 

So I am wondering, where are we headed in that path, in dealing 
with the whole Plan Colombia. Also, President Uribe has had Plan 
Pacifico, which was specifically for the areas of Chimichaqua, 
Tumaco, Facatativa, Galet, and all of these areas, you know, where 
African Colombians are on the coast and whether or not some Plan 
Colombia money can be dedicated to Plan Pacifico, and we can 
work something out with them so that they can put some money 
in so that we can really see a difference in the lives of those indi- 
viduals. 

My last question would be just something to give us an update, 
you know. We have got some folks in New York City and Mexico 
who are very concerned about the death of Brad Will and that 
there has been no communication as far as the investigation is con- 
cerned, and I was wondering if you can bring us an update as to 
whether or not we can get a real investigation in regards to the 
murder of Brad Will in Mexico. 

Mr. Shannon. Thank you very much. In regard to Mr. Will, I did 
have the opportunity to speak to some of the people here who are 
interested in that investigation and received information from 
them. I did not have kind of the latest update to be able to give 
them, in terms of the investigation, but I did commit to find out 
about that and communicate directly with them, and I am happy 
to share that information with you also once we have it. 

[The information referred to follows:] 

Written Response Received from the Honorable Thomas A. Shannon, Jr., to 
Question Asked During the Hearing by the Honorable Gregory W. Meeks 

The U.S. Embassy in Mexico City and the Department of State have been moni- 
toring the situation in Oeixaca and the ongoing investigation into the death of Mr. 
Will since his tragic passing. Embassy officials have expressed the concerns and in- 
terests of the U.S. Government to the Mexican federal and Oeixacan state authori- 
ties, and offered assistance to ensure a complete investigation into Mr. Will’s death. 
While it is the responsibility of Mexican authorities to mount the investigation of 
this crime, we will respond to any requests for U.S. Government support. It is my 
understanding that the investigation is proceeding, and that the family of Mr. Will 
has been in regular contact with the U.S. Embassy in Mexico as well as with the 
appropriate Mexican authorities. I have communicated this information to the 
group, “Friends of Brad Will,” who had requested an update on the investigation 
as well. 

Mr. Shannon. In regard to trade-capacity building money, this 
obviously is an important issue for us, and the money going into 
Central America, the $40 million in trade-capacity building, is cru- 
cial, from our point of view, in terms of making sure that the kind 
of economic opportunity that is created through free trade is actu- 
ally accessible to people and that people have both the capacity and 
the understanding and knowledge to be able to take advantage of 
it. 

I am afraid I do not have a breakdown right now in terms of 
where that money has gone up to this point, Wt I can happily get 
it for you, and I can get it for you quickly. I can also invite you 
or your staff to travel to Central America, where we would love to 
have the opportunity to show you how that money will be used and 
what kind of impact we think it will have. 
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Mr. Meeks. That is absolutely key to me because, you know, we 
are looking, and votes are hard to come with trade agreements, but 
I think if we can show that the trade-capacity dollars are going 
down to the people that we want them to benefit from it, that can 
help us along that path. So the sooner we can get that information, 
and the sooner that we possibly can get some members down there 
to see it, the better off we may be in the long run in trying to help 
those that are impoverished. 

[The information referred to follows:] 

Written Response Received from the Honorable Thomas A. Shannon, Jr., to 

Question Asked During the Hearing by the Honorable Gregory W. Meeks 

In FY 2006, we obligated $19.84 million in support of CAFTA-DR implementa- 
tion, specifically for labor and environment capacity building. Of that amount, 
$18.84 million was used to modernize the labor justice systems; strengthen ministry 
capacity to enforce labor laws, conduct inspections, and resolve labor disputes; and 
reduce discrimination against women and sexual harassment. These funds were also 
used to train judges and administrative personnel in labor laws and international 
labor standards, and to help national law schools train academics and update cur- 
ricula. Training provided by this funding assisted labor ministry staff and instituted 
systems of management and accountability. Elimination of child labor activities 
were addressed in a separate portfolio of $34.3 million in the area and a regional 
$5 million project to combat commercial sexual exploitation, supported by the De- 
partment of Labor/Bureau of International Labor Affairs. We used $1 million to 
strengthen the environmental management regimes of our CAFTA-DR partners, as 
well as for the start-up operation of the public submission process under the CAFTA 
Environment Chapter. 

The Department of State and USAID obligated $39.6 million in Development As- 
sistance and Economic Support Funds in FY 2006 to support CAFTA-DR environ- 
ment and labor capacity building activities ($21.1 million for labor and $18.5 million 
for environment) 

Specifically, the $21.1 million in combined ESF and DA funding in support of 
labor capacity programs was used to (a) strengthen labor ministries through worker 
support centers and professionalizing labor inspectorates; (b) modernize labor jus- 
tice; (c) eliminate gender and other types of discrimination through partnerships to 
strengthen the enforcement of labor law and promote competitiveness in the work- 
place; (d) strengthen benchmarking, verifying and monitoring progress; and (e) pro- 
mote a culture of compliance with labor laws. 

The $18.5 million in combined ESF and DA funding for environmental projects 
was used to promote (a) institutional strengthening for effective implementation and 
enforcement of environmental laws and enforcement capacity, (b) biodiversity and 
conservation, (c) market-based conservation, (d) improved private sector environ- 
mental performance, and (e) specific obligations of CAFTA-DR. 

Mr. Shannon. Happily. In regard to the follow-on to Plan Colom- 
bia, President Uribe’s strategy for strengthening democracy and so- 
cial development, as we engage with the Colombians, and as we 
look for where our funding priorities are going to be in order to 
help the Colombians, one of the things we are focusing on is mak- 
ing sure that we get services and benefits into rural areas, recog- 
nizing that, as the state expands its control of national territory, 
that the face of the state cannot just be the security services, that 
it has to include a justice, health, and education component to it 
also. 

Obviously, we are very concerned and very interested in the well- 
being of Afro-Colombians, and especially those who live along the 
Pacific coast, and one of the things we propose to do with the 
money that we have requested in the 2008 budget, and one thing 
we are doing already, is to focus resources on the Pacific coast and 
to work with Afro-Colombians along the Pacific coast, recognizing 
that, in a fashion similar to indigenous peoples, they found them- 
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selves, in some ways, caught between sides and conflicts and have 
suffered deprivations which are quite worrisome. 

So we want to make sure that, as the Government of Colombia 
moves forward with its consolidation strategy, that it has the capa- 
bility to reach out to groups that have been historically 
marginalized or excluded and make sure that they are brought in 
and become part of the state. 

Mr. Engel. Thank you. Mr. Mack. 

Mr. Mack. Thank you, Mr. Chairman, and, again, thank you for 
being here and your testimony. As we sit here, I can tell this some- 
thing you care deeply about, so please, with any of the questions, 
at least, that I may ask, know that it is with passion that I try to 
understand more of what we are doing. 

We talk a lot about democracy building in Latin America. We 
also talk a lot about institutions that you point to that you can use 
as a measure of how democracy is doing within a country and what 
kind of impact, and is freedom alive and well? Obviously, I am very 
concerned about these issues when it comes to Venezuela. 

So I will ask you an open-ended question, which is, what are we 
doing specifically on democracy building? There are so many ques- 
tions that I have, and I will have an opportunity to talk with you 
later on that, so if you will talk about democracy building. 

The second thing is, there is a lot of successes that we can point 
to in Latin America, but there are some signs, and whether or not 
they are a blip, historically, we will see whether or not they are 
a serious decline in democracy and freedom in Latin America. 

One of such signs is that recently the Office of National Intel- 
ligence; there has been some talk about whether or not they are 
eliminating the Cuban-Venezuelan desk. If this is true, this is pre- 
cisely the type of thing I think that we have talked about, with 
budgeting and other things, that point to an appearance that we 
are not as engaged, or do not have the appearance that we are en- 
gaged, in Latin America. 

I know this is not directly with you, but I know you have a long 
history there, and maybe you can talk to that issue because percep- 
tions do become reality in a lot of cases, and, right now, I am afraid 
that our perceptions that are out there are that we are moving 
backwards, not forwards. 

Mr. Shannon. Thank you very much. I cannot speak for the Di- 
rector of National Intelligence. He will have to address directly the 
issue of what is happening with the large mission manager posi- 
tions because I have actually heard conflicting views on what is 
happening regarding the mission manager positions. 

But I can assure you that, in terms of the Department of State 
and in terms of the Bureau of Western Hemisphere Affairs, we are 
very much committed to building democracy. We are very com- 
mitted to consolidating the gains of democracy and protecting them 
as we move forward in the hemisphere, recognizing that the chal- 
lenge we face is whether or not we can build enduring democratic 
institutions and societies in the Americas, recognizing, again, that 
the largest challenge we face at this point is an economic and a so- 
cial challenge, but also recognizing that that economic and social 
challenge is going to be played out in a political terrain in which 
institutions will be at play and, in some areas, at risk. 
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Therefore, it is our intent, through our Foreign Assistance pro- 
gram, through our diplomatic engagement, and especially through 
our engagement in multilateral institutions, to do all we can to 
make sure that civil societies are strong and that institutions have 
the capability and the stability in order to manage the tremendous 
social pressure that they find themselves under today. Some of this 
is work we can do bilaterally, but a lot of it has to be done multi- 
laterally because what we need, effectively, is a hemispheric com- 
mitment to support these institutions. 

Mr. Mack. My time is about up. Obviously, I agree with those. 

Recently, when the Secretary of State was here, in her state- 
ment, she talked about the Office of the Director of Foreign Assist- 
ance and that there have been five categories — I believe it is five 
categories — that have been outlined, and basically I went to the re- 
stricted states, which is one of the categories which, I believe, is 
the top category as far as assistance, which means we feel like de- 
mocracy and freedoms are sliding, there are human rights issues, 
and that we need to have a greater assistance in promising demo- 
cratic reforms and supporting civil society. 

Do you believe that Venezuela does fall into that category, and, 
if so, are we going to then see, under this new Office of the Director 
of Foreign Assistance, more resources, because it is not just money, 
but more resources put in toward Venezuela to try to bring this 
country back around? 

Mr. Shannon. As I mentioned, the Director of Foreign Assist- 
ance, Ambassador Randall Tobias, is traveling in the region now, 
and he and I have spoken about this on a variety of occasions. We 
recognize the democratic challenges that we face in some countries, 
Venezuela among them, and the importance of making sure that 
we have not just assistance but larger resources, as you note, 
placed against these challenges. This is something we are com- 
mitted to. It is something we will do. 

I am happy to talk with you and your staff at greater length 
about this, in terms of what we can do, recognizing, of course, that, 
as we do this, we need to make sure that we are operating in an 
environment that is larger than just us, that we are building part- 
nerships with other people in the region who share our concerns, 
and, again, at the risk of repeating myself over and over again, 
working through multilateral institutions because one thing we 
have found is a willingness of some of these countries to use our 
assistance not only against us but also against those who receive 
it. And we want to make sure that as we engage in this kind of 
activity that there is a degree of transparency, that we can explain 
ourselves well, and that we make it very clear that we are not by 
ourselves, that there are others working with us. 

Mr. Engel. Thank you. Before I call on the gentleman from New 
Jersey, I just want to tell him how happy I am to have him on the 
subcommittee and that I know he worked very hard to get to the 
subcommittee, so the gentleman from New Jersey. 

Mr. Sires. Thank you, Mr. Chairman. I am happy, and I am de- 
lighted that I am working with you and all of the members that 
are here. 

Mr. Shannon, I talked a little bit before, when I first opened up, 
regarding the void that seems to be created when we reduce fund- 
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ing for some of these countries, like Bolivia, and some of the pro- 

f rams in Peru, and I see that we are looking at Nicaragua to cut 
1 million, and Haiti. 

I am concerned that the void, at a time like this, is going to be 
filled by Chavez, and it is going to be filled by Iran. Can you ex- 
plain to me the thinking of this country, at a time when we seem 
to need that small amount of money there so they do not have an 
excuse to say, “See? We just do not care,” because sometimes I find 
it bewildering? I have another question at the end. Can you just 
talk a little bit about that? 

Mr. Shannon. Happily. Unfortunately, I am not responsible for 
the entire State Department budget, but I have got a few slides up 
here that might be illustrative on the far, your left, my right, which 
is, effectively, our direct foreign assistance budgets over time. 

You will see that, through the years that the Bush administra- 
tion has been submitting budgets to the Congress, they have been 
at high levels, historically, and they have been at fairly consistent 
levels, and that even with the 2008 budget request of about $1.46 
billion, it sits within a band considerably higher than previous 
years. And even under the development assistance side here, on 
your far right, our development assistance budgets, you will see 
there are a variety of components that make up that development 
assistance, also historically high but fairly consistent. 

But in regard to the individual countries you mentioned, these 
are never easy decisions, unfortunately, because we are faced with 
competing priorities. When Secretary Rice and Ambassador Tobias 
began a process of rethinking and reforming our foreign assistance 
process, one of the things they required us to do was sit down and 
look at our priorities and try to determine where we needed to put 
our money. 

What we ended up doing in the region, and, to a certain extent, 
it is expressed in this slide, is focus about 72 percent of our 2008 
budget on these countries, on Colombia, Haiti, Peru, Ecuador, and 
Bolivia. What has happened over time is that more and more of our 
money has been concentrated there. You will see from that slide 
that, from 2006, we had 62 percent of our allocations there. We 
have now increased it to 72 percent, and, historically, if you were 
to move backwards, the concentration would be even more dra- 
matic. 

What we are really trying to do is make sure that we are getting 
as much bang for our buck as possible in the region, recognizing 
that, in the process and because there are competing priorities in 
the budget, and some of them are quite dramatic, the funding lev- 
els for some of the countries will vary, and there have been some 
cuts in the countries you mentioned. 

I guess the most I can say, at this point, is that our funding lev- 
els in those countries still remain high historically but that our en- 
gagement is more than just our foreign direct assistance, especially 
in terms of preferential access programs with Bolivia, in regard to 
Nicaragua through the Central American Free Trade Agreement; 
through the Millennium Challenge Account, where we are putting 
an additional $175 million; through our debt relief initiatives, as I 
mentioned earlier, both through the G-8 Initiative and now 
through the Inter-American Development Bank Initiative. 
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We really have been able to provide financial assistance and re- 
sources that are not captured in the foreign assistance budget but 
which are real. 

But I take your point. I understand it. I worry that, the degree 
to which it is perceived that we are stepping away, that others will 
step in. 

Mr. Sires. You know, sometimes perception is everything. 

Mr. Shannon. I understand. 

Mr. Sires. And the people stepping are using that as a wedge be- 
tween this country and South America and the Western Hemi- 
sphere. 

This is a sidebar. Have you heard anything about Cuba expelling 
reporters? 

Mr. Shannon. Yes. 

Mr. Sires. Could you tell me a little bit about that? 

Mr. Shannon. Well, my understanding is that Cuba 

Mr. Sires. Cuba expelling reporters, like CNN reporters. 

Mr. Shannon. My understanding is that recently Cuba decided 
not to renew the visas for three reporters, I believe, one Mexican, 
and I am not sure if the other two are both from the United States 
or from other countries, but obviously unhappy with the kind of re- 
porting that was done or some concern about their organizations. 

Mr. Sires. Thank you very much. 

Mr. Engel. Mr. Payne. 

Mr. Payne. Thank you very much. I have just a couple of points 

1 want to make. I mentioned in my opening remarks that the Presi- 
dent had not really been to South America, to Latin America, I 
said, and this was his first trip. Of course, in your remarks, you 
mentioned that he has been to Latin America eight times, and you 
are right. All eight, I believe, were in Mexico. 

Mr. Shannon. Not true. Not true. 

Mr. Payne. I just did not want people to think I am some stupid 
guy from New Jersey. And he always did like Mexico, even before 
he became President. You remember, his initial plan was actually 
to bring everybody over without the border, as a matter of fact. 

So I just wanted to make it clear, I was ready to fire my staffer, 
and she ran out and got the facts: Eight times in Mexico. So that 
is for the record. Okay? 

Now, what I wanted to mention is that when the Security Coun- 
cil, the five permanent members we have, and there are 10 mem- 
bers that are, as you know, appointed for a period of time, a year, 

2 years — I forget exactly — and they are categorized in regions, Ven- 
ezuela came up as the candidate which we opposed, and rightfully 
so, I suppose. 

Of course, I think that we made big mistakes, and part of my 
time is going to go before I really ask the question, but I think we 
have made big mistakes when we went in, even though we did not 
like Chavez, that our State Department officials recognized the 
government supposedly that took over from a coup d’etat, and then, 
one, the coup d’etat did not work, so it was embarrassing, but, sec- 
ondly, for the United States of America, even in Africa, the Organi- 
zation of African Unity, now the African Union, will not recognize 
a country in Africa that has taken over militarily. They just say, 
“No, we do not recognize it.” In fact, you have got to change it. A 
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strong country like Nigeria that went into Sao Tome e Principe, 
said, “You guys go back to the barracks and put that President 
back,” even that far. 

Here, we recognize a coup. Whether you hate the government or 
do not hate the government, when you start recognizing coups and 
make them official, that is absolutely — I am not saying that it sur- 
vives whether Chavez would have loved America if that had not 
happened, but these are things that really exacerbate, I think, a 
situation that is bad, and I think that that was absolutely wrong. 

The other thing was when the Security Council situation came 
up, we opposed Venezuela, but then we picked Guatemala as the 
group to represent the region. Now, the Caribbean countries are 
angry at Guatemala because of Chiquita Banana U.S. and Dole 
Productions, which went to the WTO and said that the Lome Trea- 
ty that Britain had with the Caribbean countries — Chiquita ba- 
nanas are real pretty, and the Caribbean country bananas are not, 
but that is the only thing they had. And the Brits, in the Lome 
Treaty, said that we will take these bananas that are less perfect, 
but we know they had nothing else to go. The United States backs 
Chiquita, so Guatemala now has all of the banana trade, those 
countries that only had bananas had nothing, and now they have 
got drugs. 

So they are angry at Guatemala, but then we take Guatemala as 
the country to push, which makes no sense because the Caribbeans 
said, “There is no way we can go with Guatemala.” We end up with 
Panama finally. Why did not we go with Panama in the first place? 

I am not a diplomat. I am just a guy from Newark. I am just sim- 
ply saying that some of the things tend not to make sense, so 
maybe if you could clarify that, just finally, on the still Haitians 
are being taken back off the high seas, and I do not think Cubans 
should be sent back either. 

But I think that when we still have this disparity of Haitians 
that come over for the same reasons that Cubans come over — they 
do not like the government — they cannot get a job, whatever — they 
come and immigrate, there should be some consistency. I am not 
saying send Cubans back, but I am saying why do we continually 
still send Haitians back to Haiti? It is unfair, and it is unjust. I 
will not ask any other questions. I will stop there. Thank you. 

Mr. Shannon. Thank you very much, Mr. Payne. In regard to 
the President’s trips to the region, he has been in Mexico five times 
and Canada three times, but, in his trips, he has also visited Peru, 
El Salvador, Chile, Colombia, Argentina, Brazil, and Panama, and, 
in the upcoming trip, he will be adding Uruguay and Guatemala 
to the list. 

So, overall, in the hemisphere, I think he will have visited about 

II countries, which, again, is significant. 

Your question on the U.N. Security Council votes is a very inter- 
esting one and a very useful one. The group of Latino Americana 
Caravegno, GRULAC, the Caribbean and Latin American group, 
which has two rotating seats on the Security Council, faced, as you 
know, recently a decision of who to put in the seat that was being 
vacated by Argentina. Originally, two countries had presented 
themselves as candidates: Guatemala and Ecuador. They presented 
themselves as candidates several years ago. 
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Ecuador dropped out of that race largely because of a belief that, 
given the kinds of political challenges they faced, they would not 
be able to make the diplomatic effort necessary to win that race. 
When Ecuador dropped out, Venezuela decided that it was going to 
put itself into the race. 

So, effectively, it was Venezuela that came forward to challenge 
Guatemala. We did not choose Guatemala as a candidate. Guate- 
mala had been a longstanding candidate. 

The history of that competition between Guatemala and Ven- 
ezuela is well known, and we would have preferred to have kept 
ourselves far away from it. Typically, we do not involve ourselves 
as regional groups attempt to determine who represents them. But 
following the speech that Mr. Chavez gave in the U.N., it became 
so evident what his intentions were, should he gain a seat on the 
Security Council, that we felt compelled to play a role, although it 
was not our goal to play any kind of public role. 

Obviously, as you noted, Panama did emerge as a consensus can- 
didate, even though Guatemala, through several weeks of voting, 
effectively won every ballot except for one that was tied. Again, at 
the end of the day, this was a GRULAC decision. It was GRULAC 
that had to come to terms with this conflict that did take place be- 
tween these two countries during the voting, and it was GRULAC 
that had to find a mechanism to break the impasse and find a con- 
sensus candidate. 

Ultimately, it was a process that GRULAC was able to end by 
itself It dragged on for a long time, but I can assure you that we 
did not go into this process looking for a fight with anybody, and 
we would have quite happily left this, as would, I think, the rest 
of the world, to GRULAC to come to terms. 

Mr. Payne. Anything on Haiti? 

Mr. Shannon. I am sorry. Yes. On Haiti, for us, one of the big 
problems we face, of course, is that, under the Cuban Adjustment 
Act and other pieces of legislation, Cuban immigrants to the 
United States who land in the United States do have special status 
that neither Haitians nor others enjoy. 

I do not work for the Department of Homeland Security, obvi- 
ously, but for those of us who deal with these issues, there are cer- 
tain legal restrictions that we just have to abide by. 

But that said, one of the reasons we have focused so much atten- 
tion on Haiti and so many resources on Haiti, and we spent a lot 
of money on Haiti over the past couple of years and also a lot of 
time and effort trying to build in Haiti, first, through the Multi- 
national Stabilization Eorce, and now through MINUSTAH and our 
engagement with President Preval, an environment in which Hai- 
tians will not have to take to the high seas, that they will not have 
to leave Haiti, because one thing that is evident, if one moves in 
Haitian communities in the United States or in Canada, is that 
these are incredibly capable people, and these are people who, 
when given a degree of personal security and economic opportunity, 
do very, very well. 

One thing we would like to be able to do is build off the experi- 
ence and the success of the diaspora in the United States and in 
Canada and bring some of that success back to Haiti and begin to 
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uncap the incredible potential that exists inside of Haiti and inside 
the Haitian people. 

Mr. Engel. Thank you. Mr. Delahunt. 

Mr. Delahunt. Thank you, Mr. Chairman. 

Secretary Shannon, you indicate that historically this adminis- 
tration has maintained a high level of assistance in an historical 
context. I will accept that. I am not as conversant as I ought to be 
with past administrations and their efforts. But, at the same time, 
I would suggest that we have been historically inadequate, at least 
since the Alliance for Progress, in terms of the attention, and I 
think that is what we have to be focused on. 

I would also, again, refer to Egypt. The amount of assistance that 
is provided that nation, with all due respect to Egypt, it has a poor 
human rights record. We talk about freedom of the press. We know 
that, at best, it is limited in Egypt. We hear evidence of torture, 
significant human rights abuses, et cetera, et cetera. And I know 
this is beyond your pay grade, and I am sure it is even beyond the 
Secretary’s pay grade, but I think it is important that the Presi- 
dent and the White House step back and examine what our prior- 
ities are. 

When we are providing a level of assistance that is approxi- 
mately that to an entire continent, what we are providing to Egypt, 
what kind of a statement does that make about what American pri- 
orities are? It just does not compute, Tom. It just simply does not 
compute, and we can stay here, and we can have charts, but if we 
step back and look at the entire picture, I think we are missing 
something because the rest of the world is not missing that. They 
are seeing that. 

The polling data that we continue to see from respected polling 
organizations and all of the surveys indicate that we are in serious 
trouble in terms of how the rest of the world looks at us. We cannot 
ignore that. I am not even going to ask you to comment. 

I think the question by our colleague from New Jersey was a 
good one, in terms of the Cuban Government’s action regarding the 
lack of renewing of the visas. I do not know if it was an expulsion, 
but I think we can all say that it should be condemned. 

But let me ask you this. How many reporters from Cuba, and we 
understand they are, obviously, state controlled, are currently here 
in Washington or elsewhere reporting on American activities? 

Mr. Shannon. That is a very good question. I do not know the 
answer to that, but I would be happy to get it for you. 

[The information referred to follows:] 

Written Response Received from the Honorable Thomas A. Shannon, Jr., to 

Question Asked During the Hearing by the Honorable Bill Delahunt, a 

Representative in Congress from the Commonwealth of Massachusetts 

We have issued visas for reporters from Cuban state-controlled media to come to 
the United States to cover activities such as United Nations proceedings as well as 
sporting events. In the past two years we have issued 19 “I” media visas to Cuban 
reporters and reporting trips have usually lasted from 1-4 weeks. There may also 
be other Cuban reporters who are dual nationals but who do not carry Cuban pass- 
ports which would require visas. 

Mr. Delahunt. Thank you. I think that your research will be 
quick, and I do not think you will find that there is a single re- 
porter from any of the state-run media organs of Cuba, and this 
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goes to the issue of inconsistency. I condemn unequivocally the ex- 
pulsion or the lack of respect for the free press by the Castro gov- 
ernment. But what is the rest of the world saying when there is 
not a single credentialed Cuban reporter here in this country to 
take a look and to report back? That is just a question, I guess, 
that does not have to be answered. 

And, again, the former chairman of this committee, my dear 
friend from Indiana, who is not here, expressed concern about the 
Venezuelan Government, the Chavez administration, efforts to in- 
fluence elections in South America, and I think you responded well 
to his question. At the same time, can you unequivocally state, 
here today, that in the recent election in Nicaragua that the United 
States made no effort to influence the outcome of that election? 

Mr. Engel. Is that the one question you want him to ask? 

Mr. Delahunt. That is the one question that I would like him 
to ask. 

Mr. Shannon. Let me put it this way. We did not provide the 
helicopter to Mr. Montealegre. We did not provide directly to mem- 
bers of 

Mr. Delahunt. I think I understand your response, Mr. Sec- 
retary, but let me just simply say this. I thought that the adminis- 
tration actually exercised — it had to be for them — considerable re- 
straint not involving itself in other elections. I think you failed in 
Nicaragua, unfortunately, and that there was an effort that was 
made. But what is good for Chavez ought to be good for the admin- 
istration in terms of playing by the rules. 

I would hope that no government in Latin America or in North 
America or in the hemisphere would make an effort, either overt 
or covert, to influence elections. Others have talked about Morales 
in Bolivia. I have a clear memory of a former U.S. ambassador 
making a comment regarding now-President Morales which ap- 
peared to have the same kind of effect that one would expect, and 
that was to increase the total vote for Evo Morales. 

It is an issue that, I think, really needs to be addressed by every 
government, including Venezuela, including the United States, at 
an appropriate venue and forum, and I would suggest that that is 
the OAS. 

Mr. Engel. Thank you. We have a second panel, but I know that 
there may be a burning question that someone might want to ask. 
I would just like to ask one, and that involves Haiti. We have men- 
tioned Haiti quite a great deal. 

Last year, Mr. Burton and I sent a letter to Secretary Rice rec- 
ommending several policy actions related to the situation in Haiti. 
In the letter, we urged the State Department to provide 150 addi- 
tional United States police for the U.N. police contingent within the 
United Nations stabilization mission in Haiti called MINUSTAH, 
and the State Department responded to our letter, saying that we 
currently provide 50 officers to MINUSTAH’s police unit, and their 
response did not mention any plans to add any officers at all. 

I would like to revisit the issue, and I want to ask you, is there 
any chance that the State Department would consider providing 
MINUSTAH with this additional support, possibly in the form of 
specialists who could provide technical assistance in areas key to 
Haiti’s stabilization and security. 
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I also want to emphasize the importance of combatting drug traf- 
ficking in Haiti. In a recent speech to the Haitian Parliament and 
in discussions with us — Mr. Payne was there — in Port an Prince, 
President Preval called drug trafficking the main cause of insta- 
bility. He said that failed efforts by the United States and other 
countries to stop the drug trade had made Haiti a victim. Those 
are his words. 

Could you address President Preval’s concerns and the adminis- 
tration’s plans to deal with the drug issue in Haiti, as well as the 
MINUSTAH question? 

Mr. Shannon. Happily. In regard to additional police to 
MINUSTAH, I am happy to take that back and see what more we 
can do. I realize 50 is not 150, and I realize that you have a special 
interest in specialists who focus on security and stabilization 
issues, and please let me take a look at that 

Mr. Engel. Thank you. 

Mr. Shannon [continuing]. Recognizing that there are a variety 
of countries that are participating in the civilian police effort at 
this point in time. 

In regard to drug trafficking, we are very worried about drug 
trafficking moving through Haiti and the Dominican Republic. His- 
paniola is, obviously, a trampoline for drugs moving out of South 
America and into the United States, especially into the eastern 
United States. And we are attempting to work in Haiti, as closely 
as we can, with the Preval government and others. 

One of the huge problems that we face in Haiti, at this point, is 
an institutional problem. As we reform and build the Haitian Na- 
tional Police, how can we work now on law enforcement activities? 
It is, quite frankly, not easy, and we need to do a better job of it, 
but it is something that we are addressing directly with President 
Preval and the Haitian Government. 

Mr. Engel. Thank you. Mr. Meeks. 

Mr. Meeks. Thank you. Mr. Secretary, real quick. One, I want 
to take you up on the trade capacity, and maybe it would be a good 
idea also, if it was possible for me and some of my staffers to come 
over to the State Department and meet with your staff, and then 
we can look at what is going on there and get an idea and then 
maybe travel to the region. 

Secondly, my colleague, Donald Payne — this was my burning 
question. I want to find out about the relationship with President 
Morales of Bolivia because I can recall, prior to April 2002, we did 
not hear a lot of the rhetoric, the anti-American rhetoric, that we 
now hear from Hugo Chavez. In fact, I know that several times 
when I went down there, prior to April 2002, in a bipartisan dele- 
gation — Cass Balenger and Bill Delahunt and myself and a few 
others — the only thing that Hugo Chavez was asking for was an 
opportunity to meet with the President of the United States. 

I can recall him specifically stating, I think that if we sat down, 
and we talked, we would find we have more in common than we 
did not, and it was our position, our policy, at that time to say, no, 
we did not like the guy, so we are not going to meet with him. You 
know, we are not going to do anything. 

I am a big guy on dialogue, and, I think, former Prime Minister 
Rabin said, “You negotiate with your enemies; you do not negotiate 
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with your friends.” So I am wondering, has the President met, and 
what is the State Department doing? Are we talking directly with 
President Morales? I do not want to go down and make the same 
mistake that I think that we made in Venezuela that started what 
we have got now, this adversarial relationship, in Bolivia, and then 
you leave it open for someone else. We talked about Chavez’s influ- 
ence in the area. We did not talk about China’s influence in the 
area and what they are doing to help build roads and infrastruc- 
ture, et cetera. 

Mr. Shannon. Thank you very much for that. The short answer 
is, yes, we are engaging with the Government of Bolivia and with 
President Morales. I had the pleasure of traveling to La Paz for the 
inauguration of President Morales and met with him in La Paz. 
Secretary Rice met with President Morales in Santiago at the inau- 
guration of Chilean President Bachelet. President Bush called 
President Morales, congratulated him on his victory, and under- 
scored our willingness to work with him. 

We have had a series of fairly high-level working visits to Bo- 
livia. Our Director for Foreign Assistance, Ambassador Tobias, will 
be in Bolivia soon and will have an opportunity to meet with Presi- 
dent Morales, and the Bolivian Foreign Minister. Minister 
Chokewanka, was here recently for a series of meetings, and he 
met with our Deputy Secretary, John Negroponte, and also with 
myself, along with a variety of other officials around town. 

So we have maintained an active outreach and engagement with 
President Morales, and we certainly intend to do so. 

In regard to Venezuela, there is a long history there, and what 
many people do not seem to remember is that President Bush has 
met with President Chavez, in April 2001 in Quebec City as part 
of a larger Andean Summit meeting, and even had a chance to talk 
at that meeting. 

Currently, we have made it very clear that we were prepared to 
have discussions with Venezuela on a variety of issues that we 
think both of us could benefit from, but, up to this point, the Ven- 
ezuelans have been quite unwilling to have that conversation, for 
reasons that they have not shared with us. 

Mr. Engel. Thank you. Mr. Secretary, you have been very gen- 
erous with your time, and I know that a number of us have follow- 
up questions, which we will submit to you. I hope you will come 
back many, many times more, and when the President concludes 
his trip to the region, we want to, of course, have consultation with 
you to find out what he found out and look forward to actively en- 
gaging with you throughout the 110th Congress. So I thank you. 

Mr. Shannon. Thank you very much. 

Mr. Engel. We have a second panel, which will convene in about 
2 minutes. 

[Pause.] 

Mr. Engel. We have a panel of very distinguished people who 
have a very long history of dealing with the region. We have Mr. 
Peter Hakim, who is the president of the Inter-American Dialogue. 
We have Arturo Valenzuela, Ph.D., who is the director of the Cen- 
ter for Latin American Studies at the Edmund A. Walsh School of 
Foreign Affairs at Georgetown University. He is the former Senior 
Director for Inter-American Affairs at the National Security Coun- 
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cil. And Mr. Eric Farnsworth, who is vice president of the Council 
of the Americas. 

Gentlemen, I welcome all of you, and I look forward to hearing 
your testimony. You could, of course, submit it for the record. Each 
one of you will have 5 minutes, and let me call on Mr. Hakim. 

STATEMENT OF MR. PETER HAKIM, PRESIDENT, INTER- 
AMERICAN DIALOGUE 

Mr. Hakim. Thank you very much, Mr. Chairman. Thank you. I 
very much appreciate and am honored by this real opportunity to 
share some thoughts about the Latin America region that I have 
focused on for quite a while. 

Let me say just, I think, from our previous discussion here, that 
President Bush is really visiting Latin America at a very troubled, 
stressful, delicate time in United States-Latin American relations. 
There is no question that, at least since the time the Cold War 
ended, I have not seen in the region, and I travel there quite a bit, 
as much anti-U.S. sentiment across the region, and it is very per- 
vasive, nor have I witnessed the degree of lack of confidence in IJ.S. 
Government leadership. 

Let me also add to that, though, of course, there is a great deal 
of confidence in Secretary Shannon. I think that his arrival has 
changed the tone of the relationship in important ways and re- 
lieved some of the surface tensions that were existing, but, none- 
theless, generally speaking, the United States is not viewed with 
the confidence that it once was. 

Let me say that the trip itself by President Bush is clearly a 
positive development. I think, no question, it is something that 
should be applauded, will be a signal of U.S. concern, the United 
States President spending a week in Latin America within the re- 
gion. The attention that this visit will get will certainly remind the 
citizens of that region of the enormous presence and continuing rel- 
evance of the United States to Latin America. There is no getting 
around on trade issues; the United States is either the first- or sec- 
ond-leading trade partner for virtually every country in Latin 
America, so leading investor in Latin America. 

I do not have to tell anybody here about the enormous quantity 
of remittances that flow from the United States to Latin iWerica. 

There is no other country that could have been as helpful to Mex- 
ico when it had its currency crisis or to Brazil. Similarly, in Colom- 
bia today, there is no other country that could be as helpful. 

The United States is relevant to Latin America. We all have to 
be reminded of that, the extent to which it is there. 

The specific outcomes of this trip will be modest but not insignifi- 
cant, I think. I think it is important that the President really es- 
tablish a close, continuing relationship with the new President of 
Mexico, who has been in office 3 months, and the two Presidents 
have not met since his inauguration. It is important that we begin 
to map out some kind of plan of action for our relationship with 
Mexico. 

His visit will certainly reaffirm the quality of our relationship 
with Brazil, a country where we probably have more differences 
than areas of agreement, but yet we maintain a healthy, robust re- 
lationship with that country, and we now have a basis for estab- 
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lishing a much stronger relationship on the issue of biofuels, and 
it will also be an opportunity to reassure President Uribe and the 
citizens of Colombia that we are really going to stick with them, 
that we are planning to move to renew Plan Colombia for a new 
phase. 

It will also be a time to make clear to the President of Colombia 
that there is work to be done to clean up corruption, to deal with 
human rights abuses, and the like. 

But, overall, the real business of improving the United States- 
Latin American relationship and restoring U.S. standing in the re- 
gion will have to take place when the President gets back. What 
will be the follow-up to it? The visit itself is an enormous oppor- 
tunity to start a process, but it is not the process itself 

My own concern is that there are three or four items right now 
on the agenda here in Washington that could actually lead to fur- 
ther deterioration in the relationship if they are not managed well, 
and I think that they tell physicians the first thing is to do no 
harm. The first thing the White House and Congress have to do is 
do no harm in Latin America. 

Let me just mention these three things. Right now, there are 
three trade agreements have been negotiated and signed with Pan- 
ama, Peru, and Colombia. It would be an enormous blow to all 
three countries, which have gone through a very difficult negoti- 
ating process, if those treaties were not approved. And, indeed, this 
would signal to the rest of Latin America, again, a certain 
unreliability of the United States even on an issue that we put as 
a very high priority. 

Secondly, and this has been discussed amply, I think, is the need 
to sustain trade preferences with Bolivia and Ecuador. Senator 
Grassley has said that that is rewarding bad behavior. In some re- 
spects, these two countries have not been behaving terribly well to- 
ward the United States. They have been very critical. They have 
sort of allied themselves on many occasions with Chavez’s anti-U.S. 
rhetoric. 

But, in the end, they are two small, poor countries, and cutting 
off trade preferences will throw a lot of poor people out of work, 
push them closer to Chavez in the end, and probably make a lot 
of other countries think that we have been unfair, and it is just not 
worth the cost to punish two small, poor countries that way, and 
we would get a lot of credit if we did everything we could to con- 
tinue to have, as Mr. Meeks said, dialogue with the two countries 
rather than trying to push them off or castigate them. 

Let me say, the third big issue, I think, is to whatever possibility 
can be, that the U.S. make clear that it is not going to proceed to 
build a wall between the United States and Mexico. If there is one 
single act that would convey symbolically a separation, an alien- 
ation, of the United States and Latin America, it is putting a wall 
on the border. Walls have that symbolic importance, and I think 
that that would be a terribly damaging consequence for the Mexi- 
can relationship and for relations throughout Latin America. 

Let me say one more item is that Chavez has had a very destruc- 
tive impact on Latin America, on United States-Latin American re- 
lations. Confronting him directly has been counterproductive. It 
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has made him stronger. It has made him come back even more 
strongly. 

I think his influence would fade very fast if two things were to 
occur: One, if the United States were to engage Latin America in- 
telligently and actively, and, secondly, if Latin America’s leaders 
did more to confront another topic we have talked about, the social 
agenda that faces all of their citizens. 

Those two things, more engagement. 

I wanted to just finish up with a little bit on the social agenda. 
Can I do that? 

Mr. Engel. If you do it quickly because we are running out of 
time. 

Mr. Hakim. Okay. Let me just say very, very quickly, I think 
that is the critical agenda, and I think it is much broader than pov- 
erty and inequality. It goes to the quality of public services avail- 
able to the general public. It goes to discrimination against Afro de- 
scendants and indigenous groups. It goes to the huge crime and vi- 
olence in the country, which mostly affects low-income people. 

We should think of the social agenda very broadly in Latin 
America, and it is not a pretty picture generally. It will cost some 
money for the United States, if it wants to get engaged with that 
agenda, but I think there is a lot of money already involved with 
Latin America that could be shifted to more effectively engage that 
agenda, including the antidrug strategy, which could be more 
geared toward that; our work with multilateral banks; adding 
funds to the trade agreements to build greater trade capacity; tak- 
ing advantage of the huge remittance flows to try and get more 
people to use banking systems. There is a lot that can be done 
without a lot of money on this, and it is terribly important. Thank 
you. 

[The prepared statement of Mr. Hakim follows:] 

Prepared Statement of Mr. Peter Hakim, President, Inter-American 

Dialogue 

A little more than a year ago, I published an article that started with the sen- 
tence: “US relations with Latin America have reached their lowest point since the 
end of the Cold War.” The change in the State Department’s leadership on Latin 
America has since then clearly improved the tone of the relationship and eased its 
surface tension. And there is other good news to report. The Central American Free 
Trade Agreement (CAFTA) was approved by the US Congress and negotiations were 
completed for similar agreements with Colombia, Peru, and Panama. But important 
setbacks have also occurred. The failure of the Administration and Congress to put 
in place a comprehensive reform of US migration legislation was a blow to our rela- 
tions with Mexico and most countries of Central America and the Caribbean. The 
governments of Peru, Colombia, and Panama are increasingly anxious about wheth- 
er their free trade agreements will gain US congressional approval. Washington’s 
relations with Hugo Chavez’s Venezuela have grown more and more fractious, as 
the country has become less and less democratic and has gained some new allies 
in its anti-US campaign. The fact is that US ties with Latin America have deterio- 
rated further in past year and a half, as has the United States’ standing in the re- 
gion. US policy is only partly to blame, however. The unabated problems in Iraq are 
also contributing to the strains. 

In a few days, President Bush will be departing for a week-long visit to five coun- 
tries of Latin America. Although this will be his most extensive trip to the region 
ever, it has so far been greeted by little enthusiasm and minimal expectations. Still, 
it should make clear that Washington is hardly indifferent to Latin America and 
demonstrate US’s continuing relevance to the region. Three specific objectives can 
be accomplished. 
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• The first priority for President Bush must be to establish a solid relationship 
with new Mexican President Felipe Calderon and begin to set out a shared 
agenda for action, particularly on the issue of immigration reform, which is 
central to both countries. No nation in Latin America, and few in the world, 
is more important to the United States than Mexico. 

• The President’s visit will also be an opportunity to reaffirm the quality and 
resilience of US ties with Latin America’s largest nation, Brazil. These have 
taken on increasing significance as US relations in the region have become 
more generally contentious. The US and Brazil may differ on more issues 
than they agree — but they accept and tolerate their difference (even on such 
core issues as trade, relations with Venezuela, and the war on terror) and co- 
operate when they do agree (in Haiti, for example). It is expected that the 
two governments will launch an ambitious new initiative to collaborate on the 
production, marketing, and research on biofuels — an area in which the coun- 
tries are both world leaders. 

• The strongest US ally in South America, Colombia, is going through a dif- 
ficult period, and needs reassurance that the US will sustain its support for 
a new phase of Plan Colombia. Although progress has been uneven, the Ad- 
ministration of President Uribe has made important headway toward estab- 
lishing government authority and the rule of law, reducing criminal and guer- 
rilla violence, and improving security in the country. These are all reasons 
the US should continue assisting Colombia, but President Bush should also 
make it plain to Uribe that more must be done to do clean up the country’s 
corrupt political system and prosecute human rights violations. The US Presi- 
dent might also seek to allay concerns of Colombia’s neighbors about US mili- 
tary involvement in that country, perhaps by encouraging the Uribe govern- 
ment to consult and coordinate more closely with Ecuador and other countries 
on police and military activities in range of their borders. 

The President’s visit, however, cannot, by itself, do much to advance the US agen- 
da, restore US influence in the region, or bring an end to widespread anti-American 
sentiment. Progress will mostly depend on what President Bush does on his return 
to keep the US constructively engaged with Latin America. In the coming months, 
what will be most important is that the United States does no further harm to the 
already damaged relationship. Latin American governments will be watching with 
particular interest how Washington deals with three pending issues: 

• The first is whether the US Congress will overcome partisan wrangling and 
ratify three free trade treaties that have been negotiated and signed with 
Peru, Colombia, and Panama. Failure to approve the accords would be a dis- 
tressing blow to each of the three countries, which have gone through ex- 
tremely tough negotiations with the US, have made politically and economi- 
cally painful concessions to get US agreement, and are willing, even now, to 
accept substantial changes to assure the treaties’ approval. The message to 
the rest of Latin America would be clear. The US cannot be counted on as 
a reliable partner even on an issue that Washington has long been advo- 
cating. 

• A second is whether the US will, once again, renew the special trade pref- 
erences enjoyed by Bolivia and Ecuador when they terminate in July. There 
are arguments for ending the preferences. Extending them, according to Sen- 
ator Grassley, is “rewarding bad behavior.” Both countries, for example, have 
rejected US overtures to conduct free trade talks. They also have forged close 
ties with Venezuela’s Hugo Chavez and often echo his anti-US polemics. Still, 
renewal of preferences will keep the US importantly involved in the two coun- 
tries. Their denial will put people out of work, make two poor countries some- 
what poorer, deepen their antagonism toward the US, and help consolidate 
their alliances with Venezuela. Other Latin American countries will view the 
cut off as unjust and high-handed. 

• The third issue is whether the US will actually build a “wall” or “fence” on 
its border with Mexico to stop illegal crossings. No action by the US govern- 
ment would be more offensive to the people of Mexico and the rest of Latin 
America. Regardless of its intent, the erection of this barrier — which is often 
compared to the Berlin Wall — would make it plain to most Latin Americans 
that Washington no longer views the region as a serious partner or collabo- 
rator, but mainly as a source of unwanted problems. In contrast, a forceful 
White House campaign to secure the comprehensive migration reform long 
advocated by President Bush would be reassuring to nearly every government 
in the region. 
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The actions outlined above are needed soon to avoid further damage to the US- 
Latin American relationship. There are several other initiatives that could con- 
tribute positively to rebuilding cooperation between the US and Latin America. 
None of them is guaranteed to produce results, but they will signal continuing US 
interest in the region — and show that Washington is attuned to its problems and 
aspirations. 

• The US should not hesitate to criticize Venezuelan leader Hugo Chavez, espe- 
cially for practices that restrict democracy or violate human rights, such as 
assuming the right to rule by decree and curbing press freedom. But the US 
should avoid open confrontations with Chavez, which are mostly counter- 
productive. They give him the enormous media attention he craves, makes 
him appear more powerful than he is, and encourages him to continue his at- 
tacks. Chavez’s influence in the region will fade only when Washington is 
once again effectively involved in hemispheric affairs, and when the countries 
in Latin America are more successful in combating the social injustices that 
he justifiably spotlights. Pressing other nations to act against Chavez is 
equally counterproductive. Washington will mostly end up irritating friendly 
governments and making it harder for them to cooperate with the US. The 
political and economic costs of tangling with the Venezuelan leader are just 
too high for most countries of the region. 

• Even a modest shift toward dialogue and engagement in US Cuba policy 
could open the way for greater cooperation with Latin American and Euro- 
pean governments. No one can offer assurances that this would speed up a 
transition to democratic rule, but it might well make the transition more suc- 
cessful when it does occur. It would also remove a sharp bone of contention 
from US-Latin American relations. 

• The most daunting challenge for most Latin American nations is the social 
agenda — which includes high and persistent rates of poverty; an egregious 
scale of income and wealth inequality; discrimination against indigenous and 
African descendant populations; the dismal performance of public services 
available to low income groups; and rampant crime and violence that mainly 
affects poor people. More than anything else, it is the failure to advance on 
the social agenda that is unsettling politics in many countries of Latin Amer- 
ica, and helping to fuel Chavez’s appeal in the region. Aside from its develop- 
ment assistance to a handful of Latin America’s poorest countries, the US is 
largely viewed as irrelevant to this set of problems. Trade agreements, which 
can be helpful in lifting growth rates and expanding employment, are not 
enough; they need to be complemented with more direct contributions of 
greater immediate impact. 

There are ideas worth pursuing. The Millennium Challenge Account is helping the 
region’s poorest countries and could be expanded to assist middle income nations 
with large concentrations of low-income families. Senator Bob Menendez is devel- 
oping a creative program to help confront Latin America’s social needs. Washington 
could probably do more to encourage and support the multilateral development 
banks’ use of concessional loans and debt relief to finance anti-poverty initiatives. 
By providing greater financial and technical assistance to its free trade partners in 
Latin America, Washington could make the trade pacts more productive and pro- 
mote a fairer sharing of the benefits. The US could contribute to efforts in Mexico 
and other countries to increase the benefits of their large remittance flows, for ex- 
ample by supporting programs (directed to both recipients and banks) to get more 
remittance recipients to open and use bank accounts. 

• Finally, the US might also begin to rethink its anti-drug policy in Latin 
America, which absorbs an important share of all aid to the region, but has 
done little to stem the flow of narcotics into the United States. Replacing 
Washington’s current emphasis on eradication and interdiction with support 
for developing alternative sources of employment and livelihood could produce 
real social gains in several countries and, at the same time, prove to be a 
more effective strategy for combating the drug trade. Certainly, by showing 
flexibility in its approach to illicit drugs and a willingness to take seriously 
different Latin American views, the US could reduce frictions with several of 
the region’s governments. 

Despite the strains in US-Latin American relations and the loss of US influence 
in the region in recent years, the United States is still far from being irrelevant to 
the region. The US is the first or second largest trading partner of nearly every 
Latin American country; it is the major source of investment capital for the region; 
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most countries want free trade arrangements with the US; and even those that do 
not, have lobbied hard for Washington to keep their trade preferences. US support 
has been crucial to the Colombian government as it battles to restore its authority 
in the country and end Colombia’s nightmare of insecurity. Other governments, 
some of whom are intensely critical of the US war against drugs, continue to seek 
Washington’s support to battle trafficking. And Latin American governments are 
deeply aware of the vital importance to their countries of migration to the United 
States and the remittances that flow back. Today, US policy in the Americas is not 
adequately serving the interests of the United States or the nations of Latin Amer- 
ica. Washington needs a different set of policies and approaches to take advantage 
of the opportunities for mutually beneficial cooperation with the region. 

Mr. Engel. Thank you very much. Dr. Valenzuela. 

STATEMENT OF ARTURO VALENZUELA, PH.D., DIRECTOR OF 

THE CENTER FOR LATIN AMERICAN STUDIES, EDMUND A. 

WALSH SCHOOL OF FOREIGN SERVICE AT GEORGETOWN 

UNIVERSITY 

Mr. Valenzuela. Thank you very much, Mr. Chairman. I appre- 
ciate this opportunity to speak with you about this important sub- 
ject. I will leave my written remarks and just, for the sake of 
time 

Mr. Engel. We can have those submitted into the record. 

Mr. Valenzuela [continuing]. Yes, make two or three quick 
points. 

The President goes at a very, very difficult time to Latin Amer- 
ica. I have been working on the region now for 40 years, and I have 
followed it very closely, and I have never seen a moment where 
there is as much of a rejection of U.S. foreign policy of the United 
States in the world as one sees today. Even at the height of the 
Cold War, there was a division, of course, in Latin America. There 
were sectors that were against the United States and other sectors 
that were much more supportive of the U.S. policy there. 

But now, across the political spectrum, from left to right, one 
sees an extraordinary push-back on the posture of the United 
States in the world, and this is not necessarily directly related to 
Latin American policy. Obviously, it has to do really with a rejec- 
tion of the United States policy primarily in Iraq. 

There has been a recent poll that has been done by the Gallup 
organization that shows that only 27 percent, an average, of the 
people in Latin America support United States policy globally. A 
more recent Zogby poll of elites in Latin America shows that 86 
percent disagreed with United States policy. This hurts, of course, 
our moral and political leadership in the region. 

Also, with regard to the hemisphere, we have made some very 
serious mistakes, and I am not going to go through all of them, but 
they have detracted from our leadership and our ability to be a 
moral force, in a sense, in the hemisphere. These missteps include 
our inability to react to the collapse of Argentina, which had a di- 
rect effect over the significant reversal of economic fortunes in the 
region. We have already mentioned the case of Bolivia. I think, in 
Haiti, there were also some significant missteps. 

But, certainly, one of the most serious of all was the one that 
Congressman Payne referred to, and that was when the April 2002 
coup took place in Venezuela. It is something that Assistant Sec- 
retary Shannon did not respond to. The White House actually came 
out with a statement in which it essentially noted that the Presi- 
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dent had resigned from office and then proceeded to support the 
provisional government, which was, of course, a patently unconsti- 
tutional government that had been appointed by the armed forces. 

Now, with that very statement, we lost an enormous amount of 
political and moral credibility in the region and complicated our re- 
lationships with Mr. Chavez, as well as our relationship with other 
countries in the region. It is much more difficult for us to criticize 
the push-back on democracy, which, I think, is taking place in Ven- 
ezuela when we take a position like that. 

Finally, a second point, real quickly: Part of the problem with 
our relationship with the region is we do not think about Latin 
America strategically, and that means, very simply, that we do not 
look to see whether, in fact, we have vital interests, and then, if 
we identify those vital interests, to see how we respond to those 
vital interests, and we, of course, do have vital interests in the re- 
gion. 

We are vitally concerned about the stability and the prosperity 
of the region. It impacts us in so many different ways. It is a target 
of opportunity in terms of our ability to sell goods to the region, 
but also, if the situation does not improve, in country after country, 
we face these enormous pressures that are pressures like migration 
pressures and then criminality and violence. We have to respond 
differently to this. 

Too typically, Mr. Chairman, the policy toward Latin America is 
derivative. So, for example, the United States will support a can- 
didate for the OAS secretary general, Mr. Flores, because El Sal- 
vador supported the United States in Iraq, without thinking in 
terms of what our real, fundamental interests are in the region. We 
should have gone probably for somebody like Jose Miguel Insulza, 
who became the secretary general, in the first place, rather than 
trying to essentially do a derivative policy from other areas. 

And, of course, Latin American policy is also very much influ- 
enced by domestic considerations. To me, it is stunning, for exam- 
ple, that we can have an entire debate on the immigration issue 
without thinking about the implications of immigration for the sta- 
bility, security, and, you know, prosperity of Mexico. There is a fun- 
damental national interest in our addressing the issue of security, 
not only in terms of our domestic politics but also in terms of the 
impact on Mexico. 

Let me conclude, because I see that my 5 minutes are quickly 
moving away, by saying that I agree with my colleague, Peter, that 
we should try to bring the Peru and Colombia free trade agree- 
ments to fruition. It used to be that we used to say, you know, “It’s 
trade, not aid.” 

Well, today, we really need to understand that trade is not 
enough, and then we need to go far beyond simply these economic 
determinants of action, and the fundamental challenge for the re- 
gion is the lack of competitiveness, and competitiveness is not 
going to come about unless there is a significant investment in in- 
frastructure, resources, and particularly in human resources, and 
that goes to addressing the issues of poverty. 

Let me say something about that very quickly. I think that the 
time has come, really, to go beyond the $1.4 billion that we have 
been talking about here or these other figures that are misleading 
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in many ways as well because they are tied up very much in some 
of the current narcotics efforts and other things like that. It would 
be great if the Congress could rethink now Senator Menendez’s 
proposal for a social and economic development fund for the region. 

Then, finally, let me, in the last minute that I have — there are 
several other issues that I want to raise that are in my written re- 
marks — let me highlight what is, I think, one of the most serious, 
difficult, problematic issues that the entire region faces, which af- 
fects the security of the region, affects the quality of democracy in 
the region, and that is the growing presence of public insecurity 
and criminal violence. 

This is a really, really serious and significant problem, and I do 
not think that we are addressing it properly. In fact, our 
counterdrug policy sometimes is even counterproductive to it be- 
cause we force, we press, some of the better elements of the police 
to go into counterdrug efforts, ignoring the importance of having a 
basic security issue. The way we send back criminals to Central 
America, for example, is also a significant problem. 

And, finally, small arms are a really, really, really significant 
issue, and we have not signed the Small Arms Treaty, and coun- 
tries like Salvador are just being flooded by small arms, which con- 
tribute to this criminality. I think it is something we need to pay 
more attention to. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Valenzuela follows:] 

Prepared Statement of Arturo Valenzuela, Ph.D., Director of the Center 

FOR Latin American Studies, Edmund A. Walsh School of Foreign Service 

AT Georgetown University 

Thank you Mr. Chairman, and members of the Subcommittee, I am pleased to ap- 
pear today before the Subcommittee on Western Hemisphere Affairs of the House 
International Relations Committee to discuss the current state of Inter-American re- 
lations and the challenges that United States foreign policy faces in the Hemisphere 
as President George W. Bush plans his forthcoming trip to the region. 

With the end of the Cold War dramatic changes took place in the Americas. 
Whereas most countries in the region had endured prolonged periods of authori- 
tarian government and several Central American nations faced long-standing armed 
civil conflicts, the eighties ushered in the longest period of democratic governance 
since independence almost two centuries ago. 

Moreover, with the demise of the Soviet Union and beginning in the second 
Reagan administration United States engagement with its hemispheric neighbors 
evolved from one of almost exclusive concern for stemming the inroads of the com- 
munist left to a broader multi-pronged partnership aimed at encouraging democratic 
governance, resolving border disputes, implementing economic reforms and open 
markets, and addressing common problems such as organized crime and drug traf- 
ficking. Not since the failed experiment of the Alliance for Progress, had the IJnited 
States become a genuine partner in a common effort that served the national inter- 
ests of all countries — one that differed from the perceived role of a super-power at- 
tempting to impose its will on the destinies of the peoples of the region. Multilateral 
institutions including the Inter-American Development Bank and the Organization 
of American States were strengthened and the Summit of the America’s process 
opened up a broad agenda of cooperation that included expanding hemispheric 
trade, promoting education, encouraging sustainable development and poverty alle- 
viation, and addressing the challenges of organized crime, drug-trafficking and ter- 
rorism. 

Of particular significance was the collective defense of democracy embodied in the 
adoption in 199 lof the Organization of American States’ Resolution 1080 that called 
for a hemispheric response in case the “democratic process” was interrupted in a 
“sudden or irregular manner.” From the early 1980s until today only one classic 
military coup followed by outright military rule occurred in a continent once charac- 
terized by praetorian politics — the overthrow of President Aristide in Haiti. And 
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while 16 elected heads of state were not able to finish their terms in office, for the 
most part such transitions took place according to democratic precepts. 

A quarter of a century after that transformational process began we confront a 
new and less optimistic reality. It is important, nonetheless, to place it in a broader 
historical context. The Western Hemisphere is still a continent ruled by govern- 
ments elected by the people and remains the only continent in the world where 
irredentist politics is largely absent — that is politics that seek to establish sovereign 
states based on ethnic, linguistic or religious identities — a phenomenon that has be- 
come the most destabilizing force in the contemporary world. At the same time the 
early economic reforms did open-up markets and introduce fiscal discipline while de- 
veloping new economic institutions and norms. 

Nevertheless, it is clear today that the assumptions many made that the estab- 
lishment of democratic institutions would automatically lead to their consolidation, 
proved premature as did the belief that economic reforms and free markets would 
in themselves strengthen and consolidate democracy and the rule of law. Democracy 
remains fragile and the inability of governments to significantly reduce poverty and 
inequality have placed additional burdens on the fledgling institutions of represent- 
ative government and undermined adherence to the rule of law. Policies aimed only 
at opening trade and markets without addressing structural problems of poverty 
and inequality have contributed to disenchantment with those very policies among 
wide sectors of the population. 

Populist responses that seek to address these problems with quick solutions and 
redistributive policies further corrode governing institutions placing democratic 
gains in peril while jeopardizing long-term strategies for achieving sustainable 
growth. Democratic institutions and the rule of law don’t simply stem from economic 
reforms or even economic success. Those countries in Latin America that have been 
most successful in addressing fundamental social problems are also those countries 
where institutions are the most solid. 

What is the state of U.S. Latin American relations in this more sobering context? 
Unfortunately, in over forty years of study of the region I have rarely seen a mo- 
ment where there is as much mistrust of the United States and as strong a rejection 
of the U.S. posture in the World. Even at the height of the Cold War important sec- 
tors of mass and elite public opinion in Latin America approved of a U.S. policy 
aimed at containing the advance of a leftist movements linked in some measure to 
Soviet designs in the world. Today, by contrast, in country after country public opin- 
ion and elite public opinion from left to right takes strong issue with the actions 
of the United States in the world. In a recent Gallup poll, an average of only 27% 
of the public in 18 Latin American countries approved of United States leadership 
in the world and that percentage was lower in Mexico, El Salvador, Paraguay, 
Brazil, Chile, Ecuador, Bolivia, Uruguay, Venezuela and Argentina (with a low of 
9%). 

The views of average citizens are paralleled by elite public opinion. A Zogby sur- 
vey conducted in 2005 of leaders in Colombia, Mexico, Chile, Venezuela, Brazil and 
Argentina revealed that 86% disagreed with the United States’ handling of world 
conflicts, with two of every three (61%) saying they strongly disagreed 

These findings appear paradoxical because the United States received over- 
whelming support in the Hemisphere after the attacks of 9/11. The Organization of 
American States invoked the Rio Treaty proclaiming that an attack on one member 
of the alliance was tantamount to an attack on all. The outpouring of solidarity with 
the United States led to strong backing for the war against A1 Qaeda terrorist net- 
work and the Taliban in Afghanistan. And yet, that support quickly soured after 
the Bush administration decided to forcibly remove Saddam Hussein from power, 
despite its inability to gain approval of a second resolution at the United Nations 
authorizing such action. 

Two Latin American countries, Chile and Mexico, sat on the Security Council of 
the United Nations when the United States sought the second resolution. Both were 
arguably the closest allies the United States had in the Americas. The Bush admin- 
istration had made a point of noting that the bi-lateral relationship with Mexico de- 
served to be considered among the most important for the United States in the 
world — and the United States was just concluding a free trade agreement with Chile 
as the centerpiece of its Hemispheric — wide trade policy. 

Both countries were strongly pressured by the United States to support the sec- 
ond resolution authorizing military action. Neither was particularly comfortable 
with the French position. Both took their cues from the UN inspectors and both con- 
cluded that there did not appear to be an imminent danger of use of weapons of 
mass destruction. They also concluded that the Hussein’s ability to initiate armed 
hostilities was severely constrained by the embargo and the monitoring of Iraqi air- 
space. Chile’s position was close to that expressed by Canada and, working with the 
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British, the country was prepared to have the UN institute clearer benchmarks for 
its inspectors and a shorter time frame for Iraq to comply as a prelude to a war 
authorization. 

It is now well known that the Bush Administration was not prepared to delay an 
invasion that was already in motion and chose the path to war without UN sanc- 
tion, only later assembling an ad-hoc coalition of supporters. For Mexico and Chile, 
the disregard for the UN process was a severe blow to long-standing commitments 
in both countries to the resolution of international conflicts through peaceful means 
within the framework of international institutions in conformity to international 
norms. 

Unfortunately, the United States chose to “punish” both countries for doubting the 
imminent danger of the use of weapons of mass destruction and for refusing to pro- 
vide UN sanction for the war effort. President Fox’ phone calls were not returned 
and Chile, which initiated its free trade discussions with the United States at the 
same time as did Singapore, discovered that its Asian counterpart would sign its 
free trade agreement at the White House, while its own ceremony marking the be- 
ginning of a unique commercial relationship with the greatest power on earth would 
be relegated to a ministerial level meeting in Miami. 

Mexico and Chile’s position was widely praised in the region and received strong 
support from across the political spectrum in both countries — marking the beginning 
of strong dissent from the administration’s response to the terrorist threat. The ad- 
ministration did succeed in enlisting support from governments in Central American 
governments, the Dominican Republic and Colombia for the coalition of the willing, 
although Colombia refrained from sending troops. In no country, however, did sup- 
port for the war receive strong backing from the electorate. In the recent Gallup poll 
approval of U.S. world leadership is highest in Panama, with only 44% approval lev- 
els. 

Mr. Chairman I have dwelt on this matter because it is difficult to understate the 
damage US global actions and some of their ramifications, such as the allegations 
of torture by U.S. forces at Abu Ghraib or the irregular rendition of prisoners to 
other countries, have done to the United States’ ability to provide moral and polit- 
ical leadership in the Hemisphere. 

The predicament with which the United States finds itself in the Americas is not 
due solely, however, to profound skepticism with the rationale and conduct of the 
war in Iraq. The United States’ response to various crises in the region over the 
last few years (Argentina, Venezuela, Bolivia, Haiti) contributed to the souring of 
the relationship. I will refer briefly refer to two crises, both in President Bush’s first 
term, that contributed to setting a negative tone: the Argentine financial crisis of 
2000 and the coup attempt against of President Hugo Chavez in 2002. I will then 
briefly refer to the administration’s failure to move ahead with comprehensive immi- 
gration reform and its impact on U.S. Mexican relations. 

The Argentine financial crisis came to a head with the resignation of President 
Fernando de la Rua in December 2001. Secretary of the Treasury Paul O’Neil made 
it clear from the outset that the new administration would be reluctant to follow 
the policies of the Clinton administration that had provided substantial financial as- 
sistance to countries like Brazil and Mexico to stabilize their currencies and prevent 
a massive devaluation with severe recessionary possibilities. When Argentina’s fixed 
exchange rate set through a currency board became increasingly untenable following 
devaluation of the Brazilian real, the U.S. Treasury made it plain that American 
“taxpayers” would not come to Argentina’s assistance. 

While it is true that the drop in the value of the Argentine currency would have 
a limited effect on the international financial system compared to the feared effect 
of the earlier Mexican financial crisis, Argentina’s currency collapse generated the 
largest sovereign default in history, plunged Argentina into recession, forced the res- 
ignation of a president, and set-back the evolution of Argentina’s competitive party 
system and its fledgling democratic institutions. The effects were devastating for Ar- 
gentina — and cast a pall over the economic fortunes of neighboring countries such 
as Bolivia by sharply discouraging regional foreign investment that had propelled 
growth. 

Perhaps the single most damaging misjudgment in crisis management occurred 
in April 2002 when elements of the Venezuelan military together with leaders of 
the civilian opposition attempted to overthrow President Hugo Chavez in Venezuela. 
Chavez, elected president in 1998 and again in 2000 under a new constitution, had 
swept into office as a result of long standing and deep dissatisfaction in the Ven- 
ezuelan electorate, which had grown weary of a political establishment viewed as 
venal and corrupt and incapable of preventing the sharp drop in the living stand- 
ards experienced by average Venezuelans with the decline of oil prices in the 1980s. 
Chavez, who in 1992 had attempted to overthrow the elected government of former 
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President Carlos Andes Perez by force as a young army officer, was intent on trans- 
forming Venezuelan politics by depriving the traditional political establishment of 
the oil generated resources that had kept its patronage system going for a genera- 
tion. A polarizing figure with deep hostility towards the United States, which had 
barred him from traveling to the United States after his failed coup, he made clear 
his intent to make use of his new-found majority to transform Venezuelan institu- 
tions while weathering crippling demonstrations by his opponents intent on cutting 
his term short. 

Although the circumstances surrounding Chavez’ allied resignation may have 
appeared murky, the Bush administration through a White House statement was 
quick to note that he had resigned his post and offered full support to a “transi- 
tional government” headed hy Pedro Carmona, the leader of the Venezuelan busi- 
ness association. Such a government, named by the architects of the movement to 
remove Chavez, was patently unconstitutional and sought to remove not only the 
president, but close the National Assembly, dismiss the Supreme Court and har 
from office all elected governors and mayors. 

For the first time since the adoption of Resolution 1080 the United States coun- 
tenanced a “sudden and irregular” interruption of the democratic process without 
seeking to mobilize the members of the Organization of American States to evaluate 
the crisis. By the time Chavez’ supporters within the military and the streets were 
able to reassert control and the president resumed his post, the credibility of the 
United States as a supporter of the fundamental principle that the crises of democ- 
racy must be addressed within the framework of the democratic constitutional order 
was severely damaged. This misstep undermined the political and moral authority 
of the United States to exhort other hemispheric partners to expand the Democratic 
Charter of the OAS to include serious challenges to the democratic governance stem- 
ming from the personalization of power among elected leaders who have managed 
to garner strong majority support, a worrisome trend that applies to several coun- 
tries in the region, not only Venezuela. 

Mr. Chairman, in my view, the biggest disappointment in U.S. policy towards the 
region was the failure of the Bush administration to make genuine progress on the 
signature foreign policy objective articulated in the 2000 campaign — giving the bilat- 
eral relationship with Mexico the highest priority. In the early months of the new 
administration considerable progress was made in establishing a joint agenda while 
conducting a dialogue that would lower tension in matters involving trade, narcotics 
and law enforcement. But the single most important issue between both countries 
that share a 2000 mile border and experience 300 million legal border crossings a 
year is immigration. In preliminary talks, both governments made considerable 
progress mindful of the fact that immigration reform requires managing the border, 
expanding temporary work programs and regularizing the status of illegal aliens 
within the United States. The administration, however, pressured by elements on 
the right in the Republican party, backed away from immigration reform even be- 
fore 9/11, and later invoked 9/11 as the principal reason the reforms could not be 
implemented. 

Ironically, 9/11 rather than making the reforms less feasible, should have made 
them more urgent on national security grounds. Domestic security requires a well- 
regulated temporary worker program that can meet US labor demands while dis- 
couraging illegal immigration. At the same time, the presence of approximately 12 
million people working in the country without proper documentation aggravates the 
problem of monitoring potential security risks. 

But politics trumped national security. The administration lost a golden oppor- 
tunity to push immigration reform when the president was at the peak of his popu- 
larity, even if he had had to do so by forging a bipartisan coalition with democrats 
as President Clinton did by obtaining NAFTA ratification with Republican support. 
The loss of Republican majorities in Congress in 2006 provides an opportunity for 
the President to seek comprehensive immigration reform, although his low levels of 
popular approval place him in a weaker position as an advocate for reform than say 
in the immediate aftermath of his reelection. 

Mr. Chairman, the essential problem with United States policy towards Latin 
America, and it is not simply attributable to the current administration — is that it 
is not driven by strategic considerations. That is, policy makers don’t assess the de- 
gree to which the United States has vital interests at stake in the Western Hemi- 
sphere and seek to implement policies to advance those interests. In a world of un- 
certainty and instability it is in the vital interest of the United States that democ- 
racies succeed in Latin America and that the countries of the region become more 
prosperous. A democratic and prosperous Hemisphere will provide markets for 
United States goods and decrease the pressures to migrate north for better jobs. A 
democratic and prosperous Hemisphere will also help contain transnational treats 
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such as organized crime, drug trafficking and terrorism. The Western Hemisphere 
is also a critical in addressing the energy needs the United States will face in the 
coming decades as world energy demand climbs, domestic oil production declines 
and the Middle East continues to be a volatile and costly source of supply. 

And yet more often than not Latin America policy is derivative of other policy pri- 
orities elsewhere in the world — as the treatment of Mexico and Chile in the after- 
math of the failed second United Nations vote illustrated. Another example is the 
initial support the Bush Administration gave to President Francisco Flores of El 
Salvador to serve as Secretary General of the Organization of American States. De- 
spite his personal merits, and I personally have very high regard for him, a conserv- 
ative president form a small Central American was not the best choice to head up 
an organization when electorates are increasingly turning to the Left. 

And yet, his candidacy was pushed as a reward for El Salvador’s support for U.S. 
policy in Iraq. Insistence on his candidacy needlessly polarized the region leading 
to the creation of a false dichotomy between countries supporting the United States 
and those supporting Venezuela. The final outcome was a felicitous one, the choice 
of Chilean Jose Miguel Insulza as Secretary General, a socialist from a country that 
has more than any other in the region fully and successfully embraced globalization. 

The immigration debate illustrates how often domestic policy is discussed without 
considering our vital foreign policy priorities. Mexico is going through one of the 
most complex transitions of the contemporary era — a shift away from one party rule 
to a competitive democracy. It has made significant progress, by comparison for ex- 
ample with the countries of the former Soviet Union. And yet, its democratic institu- 
tions are still weak and the country has an enormous deficit in the full implementa- 
tion of the rule of law. 

The Mexican economy also cannot fully assimilate new workers, creating a poten- 
tially volatile social mix in a country that requires much higher growth rates to 
raise standards of living. The United States cannot simply address the complex 
issue of Mexican migration as a matter of sealing the border — not only because of 
the domestic implications of labor shortages in certain sectors — but also because the 
United States seriously needs to consider the impact of its policies on the success 
of Mexico’s transition. Over the long run, the country’s ability to raise its living 
standards is the only sure way to deal with the problem of illegal immigration. 

As the president embarks on this trip to Latin America, what policies should we 
be doing to get Latin America policy back on track and advance our vital interests?? 

• Democracy and Good Governance: The trends in the region are still positive — 
where in the past the problems of democracy led to military intervention — 
today elections determine who governs. And yet the progress of democratic 
consolidation is uneven and there are disquieting trends. The most serious 
stems from popular frustrations with the perceived failings of democracy and 
the search for a leader that will solve the nation’s problems. Leaders with 
majority support often mistake democracy for majority rule. Democracy is not 
the rule of the majority — rather it is government of the people in which the 
rights of minorities and future majorities are protected through constitutional 
restraints on the actions of majorities — the very essence of constitutional de- 
mocracy. Countries in the region need to improve democratic governance 
while safeguarding fundamental rights. It is difficult for the United States to 
take an active leadership role on this issue because of its own credibility prob- 
lems. Quiet diplomacy with countries committed to democratic governance is 
essential. A push back on authoritarian tendencies in the region cannot be 
led directly by the United States — but the United States must work with 
hemispheric partners to keep the issue on the agenda and seek mechanisms, 
through the OAS and the democracy clauses of organizations such as 
Mercosur to ensure that fundamental democratic freedoms are safeguarded. 
It will take time for the U.S. to regain credibility on this issue as a valid 
interlocutor. An important step forward is to emphasize the importance of 
good governance and to avoid a Manichean logic that sees the continent as 
divided between good guys and bad — when what is at stake is the success in 
consolidating over the longer haul viable institutions of democratic govern- 
ance. 

• Trade: The mantra used to be “it’s trade, not aid.” It should be clear today 
that trade is not enough. And yet market-opening strategies are still impor- 
tant if the region is to compete in a globalized world. In trade negotiations, 
however, the United States needs to safeguard its interests, but also ensure 
that its requirements are not injurious to the wellbeing of fragile economies — 
our foreign policy priorities should trump our trade priorities particularly in 
the case of smaller economies. This means taking seriously trade adjustment 
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strategies not only for American workers, but also for workers in partner 
countries by addressing labor and environment issues as key aspects of sus- 
tainable development. It also means seriously examining the degree to which 
U.S. insistence in subsidizing and protecting domestic agricultural interests 
seriously affects vital foreign policy objectives. The Congress should work 
with the administration to ratify free trade agreements with Peru and Colom- 
bia — of vital interest to both countries and to the United States. These should 
be viewed as expansions of the trade preferences given to Andean countries 
that struggle to control illicit drugs — trade both presidents elected support. 
US credibility. 

• Assistance: Assistance for the Western Hemisphere is down once again with 
a considerable portion aimed as support for counter-drug assistance. While 
the Millennium Challenge account holds out a promise of support for some 
countries, the United States should make available more resources to help 
improve the competitiveness of Latin America through infrastructure invest- 
ment and more directly investment in people, including programs to address 
poverty. To that end the Congress should adopt the Social Investment and 
Economic Development Fund that Senator Menendez has heen promoting for 
years. 

• Immigration: While in Mexico president Bush should outline a strong agenda 
of support for Mexico including comprehensive immigration reform that is of 
interest not only to Mexico but to many countries in the region, notably Cen- 
tral America. 

• Criminal violence and public insecurity: The United States rightly continues 
to focus on anti-drug policies and measures to improve cooperation against 
terrorist threats. And yet there are few issues that are as central to the 
wellbeing of citizens in the Hemisphere than public security. Criminality and 
gang violence undermines public confidence in democratic institutions and is 
injurious to the rule of law. US policy often works at cross-purposes with an 
effective policy to deal with this matter hy encouraging the redirection of po- 
lice forces to the drug war — when assuring public security in its own right 
would enhance, and not undermine, the effort to reduce the scourge of illegal 
drugs. The United States also needs to reexamine policies that lead to the 
transfers of violent criminals to their home countries. Finally, the United 
States should sing the Small Arms Treaty preventing the easy export of small 
arms that aggravates crime and public insecurity in countries such as El Sal- 
vador. 

• Energy: There are few issues as vital to fundamental U.S. interests as secur- 
ing ready access to energy sources, renewable and non-renewable. The gov- 
ernments of Brazil and the United States should be applauded for concluding 
a bio-fuels agreement that will be signed during President Bush’s trip to 
Brazil. As Senator Lugar and OAS Secretary General Jose Miguel Insulza ar- 
gued in a recent op-ed in the Miami Herald that agreement should be ex- 
panded to provide a broader regional focus. The Organization of American 
States will also address energy issue in its General Assembly meeting in Pan- 
ama. As regional integration efforts such as the Andean Community and 
Mercosur falter, a focus on energy integration could be an important first step 
in developing a meaningful integration scheme in the Hemisphere, just as the 
Coal and Steel Community served as a catalyst for European integration ef- 
forts. The United States should work with its hemispheric neighbors to help 
make this possible. Energy self-sufficiency in the Southern Hemisphere is 
clearly in the interests of the United States. 

Thank you. 

Mr. Engel. Thank you. Mr. Farnsworth? 

STATEMENT OF MR. ERIC FARNSWORTH, VICE PRESIDENT, 
COUNCIL OF THE AMERICAS 

Mr. Farnsworth. Thank you very much, Mr. Chairman and 
members of the subcommittee, Mr. Burton, and Mr. Meeks. It is 
good to have the opportunity to appear before you again this after- 
noon. 

A lot has been said already about the timeliness of the Presi- 
dent’s upcoming trip, so I will skip that, although I do agree, it is 
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a very timely trip, and it is a very important reminder of the myr- 
iad interests that the United States maintains within Latin Amer- 
ica. 

Latin America, of course, is vital to United States national secu- 
rity interests, from border security to energy security to economic 
security to assistance with global issues, such as nuclear non- 
proliferation and peacekeeping. Individual Latin American nations 
have been critical, if frequently underappreciated, partners. 

History shows that we have the best chance of achieving our own 
interests in the Americas when we actively promote issues of most 
importance to Latin Americans themselves, and we have talked 
about this already today: Accountable representative democracy, 
broad-based economic development, transparent and effective rule 
of law, and an overall tone in relations that stresses mutual inter- 
ests based on true partnership. 

As we mentioned, the President’s trip provides an excellent op- 
portunity to advance this agenda, and we do look for concrete re- 
sults coming out of the trip that bespeak continuously maturing 
hemispheric relations as well. And this is not part of the trip com- 
ing up, but we are pleased that the President has said that he 
plans to attend the APEC meetings in Lima, Peru, in 2008, adding 
that critical nation to the expanded White House travel itinerary 
and highlighting the increasingly important relationships between 
Latin America, North America, and Asia. 

To be sure, many of the issues I will discuss below, including en- 
ergy, trade, immigration, and foreign assistance require congres- 
sional action. The trip is a beginning, as other panelists have al- 
ready said, but Congress will ultimately have a determinative voice 
in promoting the United States agenda in the Americas, and we 
strongly encourage the consistent pursuit of core United States in- 
terests in the Americas across the longer term. 

So with that in mind, let me just turn very quickly to the specific 
countries that are on the President’s agenda and suggest some 
ideas that we might be looking for in terms of success for the trip. 

We believe that a key to United States relations with Latin 
America broadly is the relationship with Brazil. We did not hear 
a lot about Brazil today, but it is appropriate that the President 
will be traveling there first and that Brazil’s President Lula will 
return the visit, later this month, to Washington. 

Without putting undue expectations on the bilateral relationship, 
nonetheless, the President does have the opportunity to promote 
several issues of importance to the United States within the con- 
text of Brazil’s efforts to play a more robust, global role. For exam- 
ple, United States energy security would be enhanced by working 
more collaboratively with Brazil to develop and promote ethanol re- 
sources. We have already talked about that a little bit today as 
well, and that is something we strongly support. Of course, to be 
most effective, the U.S. tariff on imported ethanol has to be re- 
duced or eliminated. 

As well, even as Iran defies the international community by con- 
tinuing to develop its nuclear program, and this is something that 
Mr. Klein raised earlier in his comments, Brazil, through its mem- 
bership in the International Atomic Energy Agency and given its 
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own voluntary rejection of the pursuit of nuclear weapons, can be 
an effective partner in these matters, if they choose to do so. 

Of course, global trade talks also depend very much on United 
States discussions with Brazil, and we encourage those discussions 
to continue. 

Although the President travels to Mexico last, in fact, he will 
also have an excellent opportunity to make progress in our vital re- 
lationship with Mexico. President Calderon, we believe, has already 
taken some very important steps on law enforcement and border 
security, working in collaboration with the United States. 

Of particular note, the United States President’s efforts, along 
with his counterparts in Mexico and Canada, to develop a stronger, 
more competitive North America to meet the Asian economic chal- 
lenge is delivering concrete results. In fact, I just returned from a 
meeting in Ottawa with Secretary Rice, Secretary Chertoff and Sec- 
retary Guiterrez. Of course, the bilateral issue of primary impor- 
tance to Mexico remains better management of the migration issue, 
and I have testified previously on that before this subcommittee, 
and that would be of benefit both to Mexico, as well as to the 
United States. 

In Colombia, the President’s visit comes at an important time. 
Much attention is rightly being focused on the high levels of vio- 
lence there, as well as recent corruption scandals in the legislature. 
The President will have the opportunity to receive assurances of 
the concrete steps that the Uribe government is taking to root out 
and bring to justice those, whether inside or outside the govern- 
ment, who may have provided illicit support for the paramilitaries 
or engaged in other illegal acts, but more must be done. 

At the same time, we must also recognize, and, I think, Mr. 
Chairman, you have already said this in your comments, the 
progress that has already been made in Colombia, given United 
States assistance under Plan Colombia, and continue to work with 
the Uribe government, one of the United States’s staunchest allies 
in the region, in its efforts to end the vicious FARC and ELN 
insurgencies while also assisting in the fight against drug traf- 
ficking. 

One of the concrete ways that we could do that, of course, would 
be to not just promote but also to pass, on a timely basis, the free 
trade agreement which has been negotiated with Colombia, and I 
would also say, with Peru and with Panama. Those countries see 
this in the way we should as well. I believe they are more than eco- 
nomic and trade agreements. They are actually strategic agree- 
ments for the United States, and if we do not move forward with 
those, the cost of not doing so has already been suggested by mem- 
bers of the subcommittee, but as well as other panelists, would be 
dramatic and historic, and it is something that I think we really 
need to take note of 

In Uruguay, we applaud the President for his decision to travel 
there, frankly. Under President Vazquez, who is a socialist, the 
government there has proven to be adept in its efforts to pursue 
a course of pragmatism and thoughtful steps to engage in the glob- 
al economy. 

In the famous words of Deng Xiaopeng, it really does not matter 
whether the cat is black or white but whether the cat catches mice. 
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and President Vazquez is charting a very interesting, independent 
course within South America. We believe that he has created a 
model for thoughtful engagement with the United States, a true 
third way, if you will, and we encourage the further development 
of a relationship which may be small in practical terms but which 
is outsized in symbolic and strategic terms. 

I do want to say a word about Guatemala as well, if I might. The 
President’s trip to Central America is an excellent opportunity to 
highlight passage, as we have already mentioned, of the Central 
America-Dominican Republic Free Trade Agreement, and to draw 
attention to the progress made since the end of the last Central 
American conflict, actually in Guatemala in 1996. 

Having said that. Central America remains an impoverished re- 
gion plagued by crime stemming from its geographic location be- 
tween the world’s largest producers of coca and the world’s largest 
consumers of cocaine and other illicit drugs, as well as the orga- 
nized gangs that the region’s overwhelmed security forces struggle 
to contain. 

Economic growth brought on by the full implementation of 
CAFTA-DR will directly assist these matters, as well as security 
cooperation to address street crime within the context of human 
rights protections and a lack of impunity. This should be an impor- 
tant priority for this visit, as well as support for infrastructure de- 
velopment through such means as the Millennium Challenge Cor- 
poration. 

Mr. Chairman and members of the subcommittee, the Latin 
America agenda is a full one, as we have already discussed today. 
The President’s upcoming trip is an opportunity to promote a 
friendship agenda of partnership and engagement with willing re- 
gional partners. 

By doing so, with realistic expectations and a commitment to 
long-term regional engagement, we have the greatest opportunity 
to take steps to achieve fundamental United States interests in the 
Americas while erecting a concrete breakwater, if you will, against 
populists and other regional currents inimical to U.S. interests. 
Working with Congress, we believe the time for such action is now. 
Thank you again. 

[The prepared statement of Mr. Farnsworth follows:] 

Prepared Statement of Mr. Eric Farnsworth, Vice President, Council of the 

Americas 

Good morning, Mr. Chairman and members of the Subcommittee. It is a privilege 
to be with you to discuss a topic of such importance and timeliness. As you know, 
the Council of the Americas (“Council”) is a leading policy voice on Latin American, 
Caribbean, and Canadian issues. For over 40 years, our mandate has been to pro- 
mote democracy, open markets, and the rule of law throughout the Americas. Thank 
you for the invitation to speak before you today. 

attention to us interests in the AMERICAS A PRIORITY 

The President’s upcoming trip to Latin America is a timely reminder of the myr- 
iad interests that the United States maintains in the region. It provides an excellent 
opportunity to pursue them within the context of an emerging friendship agenda for 
the region that we should be pursuing through a variety of different means. For too 
long the US policy debate has tended toward two extremes. On the one hand, per- 
ceived US neglect of the region and the war in Iraq have led some to suggest that 
US relations with Latin America are fundamentally broken, and that we should ex- 
pect little in terms of regional cooperation to achieve our goals in the hemisphere. 
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On the other hand, some suggest that Latin America has been unwilling to do much 
on its own behalf to strengthen its position in the global economy, and has shown 
little to offer the United States beyond intending immigrants. Therefore, they say, 
competing global priorities can more usefully be pursued. 

Mr. Chairman, I would submit to you that both views are wrong. The reality is 
more nuanced, and it is important that we understand both our own interests in 
the region as well as the tools and prospects we have for achieving them in order 
that US policy can be most successful over both the short and longer terms. 

In fact, Latin America is vital to US national security interests. From border secu- 
rity, to energy security, to economic security, to assistance with global issues such 
as nuclear non-proliferation and peacekeeping, individual Latin American nations 
have been critical, if frequently underappreciated, partners. And history shows that 
we have the best chance of achieving our own interests in the Americas when we 
actively promote the issues of most importance to Latin Americans themselves: ac- 
countable representative democracy, broad-based economic development, trans- 
parent and effective rule of law, and an overall tone in relations that stresses mu- 
tual interests based on true partnership. 

PURSUING THE us AGENDA 

The President’s trip provides an excellent opportunity to advance this agenda, and 
we look for concrete results that bespeak continuously maturing hemispheric rela- 
tions. As well, we are also pleased the President has said he plans to attend the 
APEC meetings in Peru in 2008, adding that critical nation to the expanded White 
House travel itinerary and highlighting the increasingly important relationship be- 
tween Latin America, North America, and Asia. To be sure, many of the issues I 
will discuss below, including energy, trade, immigration, and foreign assistance, re- 
quire Congressional action. The trip is a beginning, but Congress will ultimately 
have a determinative voice in promoting the US agenda in the Americas, and we 
strongly encourage the consistent pursuit of core US interests in the Americas 
across the longer term. 

Brazil 

We believe that a key to US relations with Latin America is the relationship with 
Brazil. It is appropriate that the President will be traveling there first, and that 
Brazil’s President Lula will return the visit later this month. Without putting undue 
expectations on the bilateral relationship, nonetheless the President has the oppor- 
tunity to promote several issues of importance to the United States, within the con- 
text of Brazil’s efforts to play a more robust global role. For example, US energy 
security would be enhanced by working more collaboratively with Brazil to develop 
and promote ethanol resources, which the Council has strongly supported. Of course, 
to be most effective, the US tariff on sugar-based ethanol would also have to be re- 
duced or eliminated. As well, even as Iran defies the international community by 
continuing to develop its nuclear program, Brazil, through its membership in the 
IAEA and given its own voluntary rejection of nuclear weapons, can be an effective 
partner in these matters should it decide to play such role. Finally, of course, global 
trade talks — the Doha WTO agenda — will continue to get a boost to the extent the 
United States and Brazil work together to address agriculture subsidies and market 
access issues worldwide. Recent discussions at senior levels have been promising, 
and they should continue to be pursued with vigor. Promoting a partnership on eth- 
anol would also support such a trade agenda. 

Mexico 

Although he travels to Mexico last, the President will also have an excellent op- 
portunity to make progress in our vital relationship with Mexico. Despite his narrow 
margin of victory in the elections last summer. President Calderon has taken steps 
to solidify his mandate by reaching out to the opposition while moving to address 
issues of common concern, including crime and broad-based economic development. 
By supporting his strong start in addressing criminal activities and in cooperating 
closely with the United States on law enforcement and border control, the United 
States can solidify a relationship which has been called our most important world- 
wide. Of particular note, the US President’s efforts along with his counterparts in 
Mexico and Canada to develop a stronger, more competitive North America to meet 
the Asian economic challenge is delivering concrete results, as I saw just last week 
in Ottawa during a tri-lateral meeting of ministers to discuss the Security and Pros- 
perity Partnership. Of course, the bilateral issue of primary importance to Mexico 
remains better management of the migration issue, on which I have testified pre- 
viously before this Subcommittee, and concrete progress to advance a workable solu- 



60 


tion, including more rapid economic development in Southern Mexico, would be wel- 
comed by Mexico City and would also help us alleviate our own migration concerns. 

Colombia 

In Colombia, the President’s visit comes at an important time, when much atten- 
tion is rightly being focused on the high levels of violence there as well as recent 
corruption scandals in the legislature. The President will have the opportunity to 
receive assurances of the concrete steps that the Uribe government is taking to root 
out and bring to justice those, whether inside or outside the government, who may 
have provided illicit support for the paramilitaries or engaged in other illegal acts. 
More must be done. At the same time, we must also recognize the progress that has 
already been made in Colombia given US assistance under Plan Colombia, and con- 
tinue to work with the Uribe government, one of the US’ staunchest allies in the 
region, to assist its efforts to end the vicious FARC and ELN insurgencies while also 
assisting the fight against drug trafficking. In this regard, passage of the pending 
trade agreement, which would provide access for US exports into Colombia on the 
same basis that Colombian exporters already enjoy into the United States, is essen- 
tial. By passing the pending FTA, Congress would lock in the economic and political 
gains that have already been made, on a bipartisan basis, to link Colombia to the 
global economy by providing good jobs for many who would otherwise have limited 
prospects outside the illegal economy. It would also provide additional tools to sup- 
port labor and gender rights. The same can be said, frankly, for the pending agree- 
ments with Peru and Panama. On the other hand, failing to pass these agreements 
on a timely basis would severely undercut our friends at a delicate moment, while 
straining US credibility in regional affairs and global trade matters to the breaking 
point. 

Uruguay 

We applaud the President for his decision to travel to Uruguay. Under President 
Vazquez, a socialist, the government there has proven to be adept in its efforts to 
pursue a course of pragmatism and thoughtful steps to engage the global economy. 
When the Council hosted President Vazquez at our annual Washington Conference 
on the Americas last May, he used the occasion to announce his desire to explore 
an enhanced trade relationship with the United States, which we endorse, a deci- 
sion that ultimately led to the recent signing of a trade and investment framework 
agreement between the two nations. In the famous words of Deng Xiaopeng, it 
doesn’t matter whether the cat is black or white . . . what matters is whether the 
cat catches mice. And President Vazquez is charting a very interesting, independent 
course within South America. We believe he has created a model for thoughtful en- 
gagement with the United States, a true third way, and we encourage the further 
development of a relationship that may be small in practical terms, but which is 
outsized in symbolic and strategic terms. 

Guatemala 

Finally, the President’s travel to Central America will be an excellent opportunity 
to highlight passage of the Central America-Dominican Republic trade agreement, 
and to draw attention to the progress made since the end of the last Central Amer- 
ican conflict, in Guatemala in 1996. Having said that. Central America remains an 
impoverished region, plagued by crime stemming from its geographic location be- 
tween the world’s largest producers of coca and the world’s largest consumers of co- 
caine and other illicit drugs, as well as the organized gangs that the region’s over- 
whelmed security forces struggle to contain. Economic growth brought on by the full 
implementation of CAFTA will directly assist these matters. As well, security co- 
operation to address street crime within the context of human rights protections and 
a lack of impunity should be an important priority for the visit, as well as support 
for infrastructure development through such means as the Millennium Challenge 
Corporation. After so much progress, treasure, and effort to bring peace to the re- 
gion, we can ill afford to see democratic institutions eroded by failing to address the 
challenges that Guatemala and other Central American nations can only resolve in 
concert with the international community. 

CONCLUSION 

Mr. Chairman, members of the Subcommittee, the Latin America agenda is a full 
one. The President’s upcoming trip is an opportunity to promote a friendship agenda 
of partnership and engagement with willing regional partners. By doing so, with re- 
alistic expectations and a commitment to long-term regional engagement, we will 
have the greatest opportunity to take steps to achieve fundamental US interests in 
the Americas while erecting a concrete breakwater against populist and other re- 



61 


gional currents inimical to US interests. Working with Congress, the time for such 
actions is now. 

Thank you again for the opportunity to be with you today. I look forward to your 
questions. 

Mr. Engel. Thank you very much, Mr. Farnsworth. 

Let me say to all three of you, it is actually excellent testimony. 
All three of you, I think, pointed out so many important things, 
and I am struck by the fact that, in essence, you are all really say- 
ing the same thing. We need to be more engaged. I think the com- 
mittee, on both sides, said that, and I had some questions, which 
actually most of you have answered in your very excellent state- 
ments. So let me just ask you this one thing as sort of a catch-all. 

Since we are focusing on the President’s trip, and the reason I 
wanted to have this subcommittee hearing at this point, just before 
the President’s trip, because I thought it would be very good, and 
I am delighted that we had you at our first hearing in the llOth 
Congress. 

Do any of you want to add anything about the President’s trip? 
I know, Mr. Hakim, you mentioned social agenda versus poverty 
and inequality. I actually almost think it is the same thing. How 
can the President focus effectively on these issues during the trip? 
And, you know, in our hearings in the last Congress and now, 
many people have said that the Bush administration’s agenda in 
the Americas is overly focused on trade and drugs and not more 
on other things. 

Do you agree with that, and, if so, what areas need to be more 
adequately focused on? If any of you want to take that, I would be 
grateful. Mr. Hakim. 

Mr. Hakim, let me just say that actually we had a dinner with 
Secretary Paulson, who asked that very same question about how 
could the United States make a difference on this so-called social 
agenda that we have sort of talked about and that incorporates so 
much of what is at stake in Latin America and that is so much rel- 
evant to the turmoil in the region, in fact, fuels a lot of Chavez’s 
rhetoric and why he has some resonance in the region. 

I think, first of all, I think that the real key things, as I said, 
are to do no harm in the short run. I think we have to continue 
to support the Bolivias and Ecuadors and maybe even the 
Nicaraguas because there is just a large segment of very poor peo- 
ple there, and all we are going to do is drive them further away 
if we do not try to maintain the assistance to those countries, and, 
in fact, we are going to look as if we are unjust, more generally. 

I think we do have to change our aid program, more generally 
speaking. I think it is important in two different ways. One is that 
we give most of our aid, almost all of our aid, to poor countries. 
We need some kind of aid to countries that are slightly better off 
but have large pockets, large populations, of very poor people. They 
can put in a lot of their own money. They have to make commit- 
ments, but we can be very helpful if we were to expand the Millen- 
nium Challenge Account to incorporate countries with large con- 
centrations of very poor people. 

I think our drug program, for example, which focuses on eradi- 
cation and interdiction, could do more to develop alternative 
sources of employment and livelihood in many of the countries. 
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That is what the countries are asking for. We would gain from 
being flexible and considering that kind of change. 

I think there are just a whole range of things within programs 
we are already financing that are very, very important to do, and 
I think that that could be found in almost every program. You 
could carve out more of a focus on, like I say, the social agenda, 
in which I include efforts to help countries fight crime and violence, 
discrimination, as well as poverty and inequality. 

Mr. Engel. Thank you. Anybody else? Yes. We will go right 
across: Dr. Valenzuela and then Dr. Farnsworth. 

Mr. Valenzuela. Just a brief comment. We made two funda- 
mental conceptual mistakes when this era of democratization 
began in Latin America in the 1980s. We thought that the estab- 
lishment of democracy meant it is consolidation, and that is a 
much more difficult and long-term process. 

The other mistake that I think we made collectively was to think 
that if one opened up markets, and one privatized, and one pro- 
moted free trade, and things like that, that somehow automatically 
that would lead to the proper kinds of governmental and demo- 
cratic institutions to emerge. Today, we know that, in fact, it is the 
reverse, that unless you have strong institutions, unless you have 
strong state capacity, unless you have accountability, unless you 
have rule of law, unless you have governance, and there is a real 
significant problem of governance in many of these countries in the 
region where Presidents cannot govern. Sixteen Presidents have ac- 
tually had to leave their office before their terms were up during 
this period. 

Fortunately, we are not back in the period of military coups, you 
know, so the problems of democracy need to be resolved within a 
democracy. It is the weaknesses of these institutions also that en- 
courage populism, which, in turn, is very negative in terms of con- 
solidating institutions. 

We need to focus much more on these sorts of things than we 
have, but we cannot also do it in a preachy sort of way. The United 
States cannot come in and say, ‘You have got to democratize. You 
have got to do this.” We have to work to build capacity in the re- 
gion through the OAS, through other organizations. There is a 
need. There is a tremendous demand, for example, for local govern- 
ance, for empowering local governments and making local govern- 
ment much more effective, something that we are not paying suffi- 
cient attention to. 

These are all things that the President discussed with some of 
his colleagues. 

Mr. Engel. Thank you. Mr. Farnsworth. 

Mr. Farnsworth. Thank you, Mr. Chairman. Very briefly, every 
discussion of the social agenda in Latin America eventually gets 
around to the question of are the tools that the United States actu- 
ally has to promote a social agenda beyond rhetoric and travel and 
things like that? Those are important tools, but, as a practical mat- 
ter, our toolbox is limited. Trade, as you mentioned, is certainly one 
of them. 

Another that can be very actively and successfully promoted is 
the reform of investment climates in the Western Hemisphere to 
draw the kind of direct foreign investment to the region that other 
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regions, like Asia and Eastern Europe, are gaining at a much high- 
er rate than the Latin American nations. 

Many of the things Arturo just mentioned are actually part of 
the investment climate: An educated workforce, not just the elites 
educated but a broad-based education; application of technology; 
access to capital; a judicial system that works, not just for foreign 
investors but for everybody in the society. These are social agenda 
issues, but they have the direct impact of, by anticorruption and 
making the society more transparent, drawing the type of foreign 
investments, not just United States — it is Canadian, it is Japanese, 
it is European — that countries need to survive in a global economy. 

So what the United States can and, we believe, should be doing 
is working with some of the countries to really reform some of the 
policies that they have in place. They are domestic in nature and 
have to be reformed domestically, and that is part of the reason 
why we are hampered a little bit from the United States because, 
other than hectoring, there is not a lot that we can do sometimes. 
But when the countries in question see the direct financial benefits 
through foreign investment, then the changes tend to be made, 
Chile, of course, being the best example along those lines. 

Mr. Engel. Thank you. Mr. Burton, any questions? 

Mr. Burton. I just have one real quick question, and that is, in 
the event that we do not pass more legislation that will allow for 
free trade agreements or extending trade agreements that are al- 
ready there, what will happen? Will China come in and fill the 
void? Will other countries around the world fill the void? What is 
your prognostication on what will happen if we do not do the things 
that you are talking about to help stabilize the region? 

Mr. Hakim. Well, let me just say that I think that we had an ex- 
ample of a hemisphere during the beginning of the 1990s, the first 
Bush presidency, and the first years of the Clinton presidency, at 
least the first term of the Clinton presidency, where there was a 
tremendous convergence between the United States and Latin 
America where people were talking about hemispheric trade agree- 
ments, they were talking about collective actions to deal with coun- 
tries that violate democratic principles, they were talking about 
Summits of the Americas to form common agendas, and somehow 
that has come to be unraveled, and we are paying the cost of it, 
Latin America is paying the cost of it. 

I think it is just very, very important that we sort of move to try 
and reconstruct that convergence. It is not easy now. 

I am not sure Chavez is going to gain all that much. He has a 
model of growth development, economic management that is very 
good when the price of oil is at $60 to $70 a barrel. I think that 
would dissipate very quickly if the price of oil were to decline. I do 
not think there are many other countries, certainly no serious 
countries, in Latin America that are following his model. 

I think, frankly, Chavez would fade very quickly if the United 
States moved to have a more active and intelligent policy for Latin 
America, and the Latin American governments began to deal with 
some of the social issues we have dealt with. 

We do not have to confront him directly. He is a minor actor that 
has taken center stage because everybody else is walking away 
from it. 
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Mr. Valenzuela. Mr. Chairman, I do not think that we would 
be threatened, or should be threatened, if countries like China 
move into Latin America and invest because it is in our funda- 
mental interest for these countries to become more prosperous, to 
grow. As long as they get involved in the international economic 
system, that is to our benefit. 

On the other hand, there is just no question that if, as we have 
testified today, we do not approve some of these specific measures, 
particularly the preferences, we do face a situation where tens of 
thousands and maybe hundreds of thousands of people’s jobs could 
be threatened. That is not in the interest of the United States for 
that to happen. 

We must, I think, pursue a trade agenda, but I would strongly 
emphasize that such a trade agenda has to also consider labor and 
environmental issues, and it also has to address something that we 
have not talked about, and that is the whole agricultural area, 
where our continued subsidies and our support for our farm pro- 
grams can become, and does become, detrimental in setting up 
these agreements with other countries. 

We cannot just simply say, “Well, look, we are going to address 
that when we come to the Doha Round,” or something like that, 
and we move ahead on a series of trade agreements with the region 
that do not fundamentally address this important component. 

Mr. Engel. Mr. Farnsworth. 

Mr. Farnsworth. Thank you very much for the opportunity. I 
think, in the first instance, if we do not pass the agreements, we 
are actually disadvantaging United States producers because, right 
now, the countries of Colombia and Peru enjoy duty-free access into 
the United States market, which does not exist on a reciprocal 
basis, and what the free trade agreements will do will, for the first 
time, open those two markets to United States producers, 90 per- 
cent of products immediately, and, over the next several years, the 
rest of the products will be duty free into those two economies. 

That is very important and should not be overlooked. Having 
said that, I do not even think that is the most important part of 
these agreements. I think the most important part is on a strategic 
basis. I firmly believe that if the United States does not pass these 
agreements, which have already been signed and already con- 
cluded, that, in fact, what we are doing is we are walking away 
from the very people in the hemisphere who are our best friends, 
and they are the ones who have gambled their political futures on 
a close relationship with the United States, and there are not that 
many people in Latin America willing to do that right now, cer- 
tainly at a leadership level. 

So, at a political level, if you are a President of a country, and 
you have literally gambled your political future on a free trade 
agreement with the United States, and we do not come through 
with that, despite having negotiated the text, the question, then, 
is an obvious one: What is the United States, in terms of a reliable 
partner? 

It goes to the question that you raised in terms of President Cha- 
vez and the vacuums that can then be filled. I do not know that 
President Chavez or Venezuela will then move into Colombia or 
Peru. But I do think that it is almost certain that those countries 
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and their leaders will pull back from the United States, and that 
is a significant strategic loss for us at a time when I think we can 
ill afford it. 

Mr. Burton. Let me just say that I hope that you will convey 
your feelings on trade preferences and free trade agreements collec- 
tively to, not only the administration but to Congress, because this 
is a big issue right now, and there are a lot of members on the op- 
position side and some on our side that do not want to see trade 
preferences extended, and they do not want to see any of these free 
trade agreements ratified. If that is the case, I think you are abso- 
lutely right. We are going to have big problems. 

So if you get that message, since you are all learned gentlemen, 
if you get that message to the rest of the Members of Congress, I 
would appreciate it very much. Thank you. 

Mr. Engel. Thank you. I want to, before we conclude, just add 
that the point that Dr. Valenzuela made, which I want to reiterate 
because I agree with it, that I am for free trade, but I think, when 
we negotiate free trade agreements, we need to take into account 
labor and environmental standards, and I think that what the ad- 
ministration should do is not negotiate free trade agreements that 
cause large segments of this Congress to reject them because the 
labor and environmental standards are not there. 

I am for free trade. I really am, but I do think that we have a 
social responsibility as well, and I do not think the two are mutu- 
ally exclusive. 

So I want to thank the three of you. It was truly extraordinary 
and excellent testimony. Doctor, we will give you the last word. 

Mr. Valenzuela. Could I just make one plea? Having worked in 
the White House and, in the first Clinton administration, at the 
State Department and having seen how damaging it was to our 
policy in the region to have a partisan divide — in my case, in the 
first part, it was Haiti, but then I was fortunate to work in the 
White House in the second Clinton administration, when we 
worked on the Colombia policy. One of the signal achievements of 
that period was to make Colombia policy a bipartisan foreign pol- 
icy. 

I do not see any reason why policy toward Latin America for this 
hemisphere, where we have such fundamental interests, should not 
be a bipartisan foreign policy. Thank you. 

Mr. Engel. I could not agree with you more, and, in my opening 
statement, I mentioned that, and I think that we saw that from the 
line of questioning here on both sides of the aisle, from your testi- 
mony, from the Secretary’s. We are all really saying the same 
thing. 

So, again, I want to thank you, and I want to thank Mr. Burton. 
We have had an excellent hearing, and the committee is adjourned. 

[Whereupon, at 1:40 p.m., the subcommittee was adjourned.] 
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Written Responses from Mr. Eric Farnsworth, Vice President, Council of 

THE Americas, to Questions Submitted for the Record by the Honorable 

Dan Burton, a Representative in Congress from the State of Indiana 

Question: 

What is the range of improvements that we could see through the implementation 
of the Colombia and Peru FTA’s in addition to the expansion of trade preferences 
in addition to restarting the Free Trade Area of the Americas negotiation? On the 
other hand, what will be the fallout if the FTA’s do not pass through Congress and 
the trade preferences are not renewed at the end of June? Can you explain the result- 
ing impact on the U.S. economy and the general economic consequences for Latin 
American countries? 

Response: 

A hemispheric free trade area, as called for by consensus at the Miami Summit 
of the Americas in 1994 and at subsequent Summits, would be the optimal means 
for expanding trade and investment in the Western Hemisphere. But such a free 
trade area is politically impossible under current hemispheric conditions. As a re- 
sult, alternative means must be found to continue the trade and investment expan- 
sion agenda as the best, most effective tool the United States has to promote re- 
gional development. 

To this point, the expansion of trade with Andean nations has taken the form of 
the unilateral ATPA/ATPDEA programs which have opened the US market to Ande- 
an trade partners since 1992. By unilaterally opening the US market to Colombia 
and Peru and others, the ATPA/ATPDEA allowed these countries to strengthen 
their economies in part by providing alternative sources of income to workers and 
thus combating the illegal narcotics trade. The US-Colombia and the US-Peru ETA’s 
would now open the Colombian and Peruvian markets to US products, the next log- 
ical step in this long-term pattern of economic and political engagement with Ande- 
an nations pursued by both Republican and Democratic administrations alike. Bilat- 
eral trade agreements would enlarge the existing commercial relationships, leading 
to increased trade and investment flows, while providing a reciprocal framework for 
existing trade and investment activities and strengthening strategic partners both 
economically and politically. To the extent these free trade agreements are delayed, 
ATPDEA provisions should be extended so that there is no break in benefits and 
economic and strategic gains are not eroded. 

The trade promotion agreements offer important growth opportunities for US in- 
dustry and agriculture. Colombia and Peru already import more from the United 
States than anywhere else, including Brazil, Venezuela, China or India, with a pro- 
pensity for US goods and services that make it likely such imports would grow sig- 
nificantly under a bilateral trade agreement with the United States. Product cat- 
egories that would be expected to increase include US sales of technological goods 
and services, mining equipment and services, agriculture products including corn, 
wheat, soy, and chicken, vehicles, textiles, and others. Importantly, the disciplines 
contained in the agreements in areas such as services, investment, and government 
procurement enhance the transparency and accountability of day-to-day governance 
in Colombia and Peru, which makes the countries more attractive places for foreign 
investment. 

Failure to enact these agreements would impact the United States economically 
through lost sales and the opportunity costs contained therein, including potential 
job creation. Market opportunities would quickly be filled by other global competi- 
tors. 

The main cost, however, would be strategic. These agreements would enhance the 
US relationship with two nations that are much-needed allies in a strategically im- 
portant region, at a time when US interests are being daily eroded by Andean lead- 
ers with agendas inimical to our own. Walking away from these agreements, or sig- 
nificantly delaying their final passage, would be a startling — and wholly self-in- 
flicted — set-back for US interests in the Andes and in the hemisphere, and would 
directly lead to a significant pull-back from other hemispheric nations in their will- 
ingness to partner with the United States in other areas. 

US credibility in the hemisphere, as well as with the broader multilateral trade 
agenda, would be shattered. These are the stakes as Congress considers these agree- 
ments. 

Question: 

Can you speak to the overall business climate in Latin America? I am curious as 
to what the future business environment will look like if Latin America continues on 
its current path of powerful left leaning leaders nationalizing major economic sectors 
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and utilizing their resources to entice other nations to do the same. What risks are 
there and how do we successfully combat them? 

Response: 

Latin America, as elsewhere, is faced with ever-increasing global competition. 
World markets which were once dominated by Latin American producers, such as 
textiles and coffee, are now accessed by competitors from Asia, Europe, and even 
Africa. Foreign and domestic investment that might normally have flowed into the 
hemisphere now has options outside the realm of Latin America in other emerging 
markets. 

In some nations like Chile, Colombia, and Peru, the business environment is quite 
strong. In others, like Venezuela, Ecuador and Bolivia, it is deteriorating. Those na- 
tions that enjoy healthy business climates are primarily those which have paid at- 
tention to fundamentals both in the macro and the micro economies: broad-based 
quality education, labor flexibility, effective application of the rule of law, anti-cor- 
ruption, regulatory fairness and transparency, teix codes that stimulate rather than 
discourage private activities, property rights, and numerous other priorities. Those 
nations which have neglected such actions, or which have pursued resource nation- 
alism, a stronger state presence in the economy, or restrictive regulatory policies, 
may indeed achieve high growth rates in the short term given high current high 
prices for global commodities. Nonetheless, having built their economies on a soft 
foundation, they will likely also find that over the medium to longer term, their 
economies — and people — will suffer. 

There is little that the United States can do to prevent democratically-elected 
leaders from taking actions that harm their own global competitiveness. Developing 
markets are inherently risky and our tools are limited. Still, we do have certain 
tools and we should employ them effectively. For example, the United States should 
continue to engage populist hemispheric leaders at both official and unofficial levels, 
discouraging activities which may prove harmful, while providing support for re- 
forms that will draw investment and improve peoples lives. The United States can 
and should provide additional foreign and technical assistance, perhaps through the 
MCC, to nations willing to implement needed economic reforms. We can also take 
a hard look at withholding benefits under unilateral preference programs such as 
GSP or ATPDEA for those nations which take direct actions against US economic 
and commercial interests. Additionally, passage of trade agreements with Colombia, 
Panama, and Peru and other agreements such as the Trade and Investment Frame- 
work Agreement with Uruguay will provide additional investment protections and 
tools that can be used to combat efforts to nationalize industries or sectors in these 
respective nations. 

Question: 

What role do you see Chirm playing in this future trade and business climate? It 
is my impression that some Latin American nations are still a little leery of China’s 
involvement. Do you see Chirm becoming a large economic competitor to the US in 
Latin America? 

Response: 

China, both directly and indirectly, is already having a major impact in the busi- 
ness climate in Latin America and its influence will continue to expand. Directly, 
China’s cheap labor and artificially undervalued currency provides an advantage 
over some US exports to Latin America. Chinese production is also undermining 
Latin American exports to the United States, particularly in textiles and light man- 
ufactures. In addition, China’s growing economy, with its enormous demand for raw 
materials, is sucking up virtually every commodity that South America, in par- 
ticular, can produce: energy, tin, copper, raw materials, and agricultural products. 
Given their huge current account surplus with the United States and other nations, 
the Chinese are also putting some of their foreign currency reserves to work by buy- 
ing up strategic resources in South America, and the infrastructure required to get 
such materials to market. In some cases, this is bidding up asset prices in areas 
that might enjoy US investor interest. In others, it is locking in Chinese relation- 
ships in areas like ports and rail transport that serve as economic chokepoints and 
are thus of strateric economic significance. 

At this point, the Chinese are not economic competitors for the United States in 
the region, given the fact that the stock of US investment and trade flows between 
the United States and Latin America and the Caribbean continue to dwarf the Chi- 
nese. Still, Chinese influence is increasing, particularly in certain nations such as 
Venezuela, and it is certainly a trend that bears close watch. The potential for Chi- 
nese economic, political, and strategic engagement with the hemisphere is also quite 
large. 
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Latin Americans are right to be leery of China’s hemispheric involvement for sev- 
eral reasons. First, Chinese promises of investment levels and reciprocal benefits 
tend not to be fulfilled. They receive benefits from Latin America, then provide little 
in return. Second, that investment which is made is not necessarily of the same 
quality as developed world investment in terms of sensitivity to the environment, 
labor rights, anti-corruption, or political issues including human rights. Corporate 
social responsibility is not a Chinese priority in the Americas. Finally, to the extent 
the Chinese market cools, Latin America’s commodities trade will contract, and that 
will have important, adverse economic ramifications on those economies which have 
so far failed to diversify beyond their traditional exports. The best way to combat 
these realities would be pursuit — and conclusion — of the Free Trade Area of the 
Americas. 


Written Responses from the Honorable Thomas A. Shannon, Jr., Assistant 

Secretary, Bureau of Western Hemisphere Affairs, U.S. Department of 

State, to Questions Submitted for the Record by the Honorable Luis G. 

Fortuno, a Representative in Congress from Puerto Rico 

Question: 

Human rights groups have expressed concerns that freedom of expression is being 
threatened in Venezuela. In January, OAS Secretary General Jose Miguel Insulza 
spoke out about the decision of the Venezuelan government not to renew the broadcast 
license of a prominent television station, Radio Caracas Television (RCTV). What is 
your assessment of the current human rights situation in Venezuela, particularly 
with regard to freedom of expression? How can the United States continue to press 
the government of Hugo Chavez to adhere to democratic principles without appearing 
to take sides in Venezuela’s polarized political environment? 

Response: 

The Administration shares the concerns expressed by human rights groups about 
growing threats to democratic rights in Venezuela, especially threats to freedom of 
expression. The Department of State’s Human Rights Report for 2006, released in 
March, documents these worrisome trends. The President, Secretary Rice, and I 
have expressed the Administration’s concern about the “diminution of democratic in- 
stitutions” and encouraged counterparts to lend their voices. 

The Venezuelan government’s decision to deny the renewal of Radio Caracas Tele- 
vision’s (RCTV) broadcast license — to, in effect, shut down the country’s oldest pri- 
vate television network — has been condemned by the OAS Secretary General, the 
Inter-American Commission on Human Rights Special Rapporteur for Freedom of 
Expression, and countless respected press freedom and media NGOs. We are encour- 
aging key Hemispheric and European partners to join the Secretary General in im- 
pressing upon Venezuela the costs of such an action. 

The Administration is actively engaging Hemispheric and European partners to 
raise awareness about the slippage in democracy and human rights in Venezuela 
and to encourage governments and civil society groups to hold Venezuela to its com- 
mitments under the Inter-American Democratic Charter. We are working with and 
through the Inter-American system on specific concerns about freedom of expres- 
sion; freedom of association; the protection of civic space; as well as NGO access to — 
and participation in — the OAS. 

Since 2002, USAID has supported programs to strengthen Venezuelan civil society 
and to empower human rights defenders and activists. These programs are open to 
all democratic political persuasions that wish to participate. We are encouraging our 
European allies and international NGOs to do the same by providing moral and fi- 
nancial support to the increasingly vulnerable civic and human rights community 
in Venezuela. 

Promoting freedom and respect for human rights is one of the pillars of the Presi- 
dent’s hemispheric agenda. The Administration will continue to engage our partners 
to strengthen democratic institutions throughout the hemisphere and to defend 
shared democratic values wherever they are threatened. 

Question: 

The Venezuelan government is providing substantial assistance to many Latin 
American and Caribbean countries through preferential oil deals and other forms of 
financial assistance and investment. To what extent does Venezuela’s assistance to 
its neighbors pose a threat to U.S. interests? What efforts is the United States making 
to help counter the growing influence of Venezuela in the region? 
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Response: 

Surveys show that while Venezuela’s assistance is accepted in several countries 
in the region, it does not necessarily translate into political support for President 
Chavez, who is using the resources of the Venezuelan people to bolster his inter- 
national standing, rather than to create the conditions for fostering democratic plu- 
ralism and free markets in the Hemisphere. 

The Administration is actively engaged in the Hemisphere to work in partnership 
to foster democratic development. The President’s March visit to Latin America — 
specifically, Brazil, Uruguay, Colombia, Guatemala, and Mexico — underscored his 
and the Administration’s deep commitment to work with governments across the po- 
litical spectrum on issues that are fundamental to the welfare of their citizens such 
as improving access to quality education and health care as well as promoting and 
increasing economic opportunity. 

Our agenda includes addressing the energy needs in the Hemisphere. Energy se- 
curity was another central theme of the President’s trip. President Bush and Bra- 
zilian President Lula signed a memorandum of understanding for our two countries 
to begin working together on bio-fuel technology, which can be shared with countries 
in Central America and the Caribbean to help them lessen the burden of traditional 
fuels by finding alternatives to meet their energy needs. 

Overall assistance levels to the region have nearly doubled since the start of this 
Administration, rising from $862 million in FY2001 to over $1.55 billion requested 
for FY2008. Moreover, funding from the Millennium Challenge Account will con- 
tinue to complement other USG assistance programs for years to come as the Mil- 
lennium Challenge Corporation (MCC) provides a total of $886 million in Compacts 
to Nicaragua, Honduras, and El Salvador, and builds upon a Threshold Country 
Program in Paraguay. 

Our ties to the Hemisphere reach beyond direct development assistance. They in- 
clude commerce, trade, and people-to-people connections. In recognition of these ties 
and to build new ones, this coming summer the White House will host a Western 
Hemisphere conference to bring together non-governmental organizations, edu- 
cators, business leaders, and faith-based organizations from both the United States 
and the region to discuss more effective ways to deliver aid and build the institu- 
tions of civic society. 

We remain vigilant about transnational threats in the Hemisphere. Democratic 
development requires increased security. We continue to work in concert with our 
partners and through the OAS to combat transnational criminal activity, corruption, 
drug-trafficking, and terrorism. 

Our policy is one of engagement and inclusion that strives to further and deepen 
the principles and promises all the Hemisphere’s democracies, including Venezuela, 
enshrined in the Inter American Democratic Charter in 2001. 

Question: 

In January, Iranian President Mahmoud Ahmadinejad visited Venezuela, Ecua- 
dor, and Nicaragua in a trip designed to boost ties with those nations. U.S. officials 
have expressed repeated concerns about Venezuela’s growing relations with Iran. An 
agreement between Venezuela and Iran is reportedly close to being signed for the con- 
struction of unmanned airplanes. What concerns do you have about Iran’s increasing 
ties with Venezuela or other Latin American countries^ 

Response: 

We are closely tracking the Venezuela-Iran relationship. The Iranian regime’s 
record of support for terrorism and past support for destabilizing actions in the 
Hemisphere — including the 1994 bombing of the Argentina Israeli Mutual Associa- 
tion (AMIA) in Buenos Aires — requires vigilance. 

The Iranian regime’s political and economic outreach to Venezuela is fueled, in 
part, by President Ahmadinejad’s and President Chavez’s mutual animosity toward 
the United States. More broadly, the Iranian regime has been seeking to build ties 
with likeminded states as part of its efforts to oppose our robust multilateral diplo- 
macy at the United Nations Security Council to block Tehran’s pursuit of a nuclear 
weapons capability. 

As you know, Iranian President Ahmadinejad recently made a trip through South 
America, accompanied for most of it by President Chavez. The two leaders an- 
nounced a $2 billion joint fund to execute economic and social projects throughout 
the region, most notably in Nicaragua. Separately, the Venezuelan Defense Minister 
announced in January that Iran and Venezuela are close to signing a technical-de- 
fense cooperation agreement. The Minister offered few details, though he mentioned 
collaboration in the construction of Unmanned Aerial Vehicles (UAVs) for moni- 
toring the Venezuelan border. However, as is often the case with many bilateral 



76 


agreements between Iran and other countries, we do not yet see extensive evidence 
to suggest that these agreements are being implemented. 


Written Responses from the Honorable Thomas A. Shannon, Jr., Assistant 

Secretary, Bureau of Western Hemisphere Affairs, U.S. Department of 

State, to Questions Submitted for the Record by Majority Members of the 

Subcommittee on the Western Hemisphere 

Question: 

You recently told Colombian daily El Tiempo that the “social side has to stand out 
in the second phase of Plan Colombia.” In FY 2006, 77.9% of U.S. aid went to Co- 
lombia’s security forces. The request for 2008 moves only $10 million from the mili- 
tary to the economic category. The military -police share falls only slightly to 76.2% 
of a total of $586 million. Td be interested in your assessment of the breakdown of 
FY 2008 assistance to Colombia. Do you think more money should be spent on socio- 
economic issues in the coming years? 

Response: 

Colombia’s “Strategy to Strengthen Democracy and Promote Social Development” 
significantly increases the funding which Colombia plans to allocate to socio- 
economic issues. The new plan clearly reflects the Colombian government’s stated 
intention to make the social side “stand out in the second phase of Plan Colombia,” 
and we a^ee that it should. 

Colombia’s strategy places increased emphasis on consolidating state presence and 
on economic development through sustainable growth and trade. It recognizes the 
need to expand programs in remote rural areas, especially those emerging from con- 
flict. Increased security, social services, and assistance to especially vulnerable 
groups, such as the Afro-Colomhian population on Colombia’s Pacific coast, indige- 
nous people, and displaced persons, are among its priorities. 

This strategy reflects Colombia’s new realities, based in large part on the progress 
made by Plan Colombia, and seeks to continue those successful counter-terror, 
counter-drug, democracy, human rights, alternative development, and humanitarian 
policies. Of particular note are the June 2006 poverty rate figures, just released by 
the Colombian government’s National Planning Office, which show a reduction from 
60 percent to 46 percent since Plan Colombia began. The rate of extreme poverty 
has fallen to 12 percent. Although these figures also show that the rate of rural pov- 
erty remains higher than that for urban poverty, they represent steady progress 
that we expect to continue with the new strategy. 

Rather than change the proportion of United States support for FY 2008, we are 
requesting about the same mix of counternarcotics/counter-terrorism and economic/ 
social/human rights assistance as in previous years, while the Colombian govern- 
ment is greatly expanding its own spending on such economic and social programs. 
Our programs provide support in those areas where we have a unique capability 
and which contribute to Colombia developing its own capacity to assume them. Co- 
lombian government officials have clearly told us that continued U.S. support to 
counternarcotics and counter-terrorism programs remains critical and that the Ad- 
ministration’s proposed mix of U.S. assistance reflects their needs. However, over 
the next few years, we expect to increase the proportion of U.S. assistance that goes 
to social, economic, and human rights programs. 

We are in the process of preparing a report on all aspects of the future multi- 
year strategy for United States assistance to Colombia, as called for by House Com- 
mittee Report 109-486. This report, which we expect to send to the Congress before 
April 15, will present additional, more detailed information on this program. 

Question: 

Bolivia is the poorest country in South America. Yet, the President proposes to cut 
assistance to Bolivia by $20 million in the 2008 budget. How does the Administration 
plan to sustain its level of influence in Bolivia with a diminished foreign policy tool- 
box? Do you believe that preemptively downgrading our relationship with President 
Morales will signal to him our lack of interest in engaging with his government? 

Response: 

Our commitment to assist with the development of the Bolivian people remains 
firm. Our policy is one of engagement and inclusion to address key hemispheric 
challenges, including those faced in Bolivia. We wish to maintain a positive and pro- 
ductive relationship with the Government of Bolivia, with whom we share many of 
the same goals: the promotion of democracy and social inclusion, economic oppor- 
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tunity and development, the reduction of poverty, and combating narco-trafficking 
and terrorism. 

To emphasize our continued desire to cooperate with the government of Bolivia 
on a common agenda, President Bush called President Morales February 1, 2006 to 
congratulate him on his electoral victory. Secretary of State Rice met with President 
Morales in March of 2006 as did Director of Foreign Assistance Tobias in March of 
2007. President Morales’ vice president has traveled twice to Washington to meet 
with U.S. government officials. His Foreign Minister visited in February of this year 
and met with Deputy Secretary of State Negroponte, among others. Assistant Sec- 
retary Shannon has met with the abovementioned Bolivian government officials, 
and plans to continue to do so. 

Our toolbox remains full and includes programs to promote educational opportuni- 
ties for marginalized groups; public and private exchange programs at all levels; de- 
velopment assistance; training and humanitarian programs, and public-private part- 
nerships among others. 

We are re-adjusting our foreign assistance to target those areas that remain a 
barrier to development and where we have received the most cooperation from the 
Government of Bolivia over the past year. In FY2007, the USG program in Bolivia 
is the fifth largest program in the region ($101 million), but in FY2008, Bolivia will 
be the third largest program in the region ($114 million). Assistance to Bolivia is 
a priority and we have requested $13 million in additional funding. From FY2007 
to FY2008, we have requested a $26.3 million increase in Development Assistance 
(DA) and a $12.5 million increase in Economic Support Funds (ESF). The FY2008 
budget request also quadruples the amount of International Military Education & 
Training (IMET) funding for Bolivia (from $45,000 to $188,000). 

We are also cooperating with the Government of Bolivia in a number of areas that 
complement more traditional foreign assistance programs, such as through the Mil- 
lennium Challenge Corporation. Bolivia is eligible for a Millennium Challenge Ac- 
count compact, and the Millennium Challenge Corporation is working with Bolivia 
to finalize its proposal, which could provide significant additional funding. 

Bolivia will receive $1 million in U.S. bilateral funding for HIV/AIDS activities 
in FY 2007. In addition, about one third of the $13 million that Bolivia will receive 
over the next two years from the Global Fund to Fight AIDS, Tuberculosis, and Ma- 
laria is attributable to the U.S. contribution to the Global Fund. The U.S. Govern- 
ment provided over $1 million dollars to Bolivia in 2007 in response to the humani- 
tarian crisis caused by wide-spread flooding. Additional assistance for reconstruction 
and mitigating disease is planned. Also, More than 130 Peace Corps volunteers are 
working in six of Bolivia’s nine states in education, sanitation, micro-enterprise de- 
velopment, agriculture, and the environment. 

Question: 

The Administration supported a six-month extension of the Andean Trade Pref- 
erence and Drug Eradication Act (ATPDEA) for Bolivia and Ecuador in December. 
Will it continue to advocate for an extension of trade preferences for these countries 
after these six months are over? 

Response: 

The Administration supports preferential trading relationships with the ATPA 
beneficiary countries — Colombia, Peru, Bolivia, and Ecuador. We believe this can 
best be achieved by working with Congress to approve our free trade agreements 
with Peru and Colombia. We look forward to continuing our work with Congress to 
advance economic freedom and opportunity in this critical region. 

Question: 

No matter how much aid the U.S. gives to Latin America, it is dwarfed by the $50 
billion in remittances sent each year to countries south of the border. What does the 
Administration plan to do to further facilitate the easy flow of remittances and to 
encourage the use of remittances for economic development in the region? 

Response: 

The U. S. Government is working from several angles to further facilitate the flow 
of remittances to Latin America, estimated at $45 billion in 2006, and to enhance 
the development impact of remittances in the region. Our global remittance strategy 
focuses on four key areas. First, we are improving quality and cost efficiency of re- 
mittance services. At the January 2004 Special Summit of the Americas, leaders 
pledged by 2008 to facilitate a cut by half in the cost of sending remittances by pro- 
moting competition and enhancing market infrastructure. The Department of the 
Treasury’s activities under the Partnership for Prosperity with Mexico focuses pri- 
marily on this goal. Second, we are improving access to the full range of financial 
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services. In eight countries, USAID is supporting either the World Council of Credit 
Unions or Accion International as they work with credit unions and microfinance 
institutions to strengthen their ability to handle remittances, design and market re- 
lated products, and offer more serious competition to larger money transfer compa- 
nies. Third, we are broadening financial literacy. The U.S. Federal Deposit Insur- 
ance Corporation’s Money Smart has extended financial training to over 35,000 
Mexican immigrants in the United States. Treasury leads an on-going pilot project 
with Guatemala which is focused heavily on these first two goals — promoting great- 
er quality and cost efficiency of remittance services and expanding the ability of re- 
cipients to effectively deploy their financial resources by deepening access to finan- 
cial services. Finally, the Administration is actively promoting the careful balancing 
of financial soundness and integrity objectives in remittance services policy. As part 
of the G7 Sea Island remittances, the United States called for the development of 
international guidance on remittance policy and asked the Basel Committee on Set- 
tlement and Payment Systems (CPSS) to lead the work. The resulting General Prin- 
ciples on Remittance Services, which are now available on the CPSS’s website, have 
been very well received by policy makers around the world. 

Question: 

Haitian President Preval has described narco-trafficking as among Haiti’s most 
pressing problems. It is my understanding that most of the narcotics reaching Haiti 
originate in the Andean region, but that if a few of these shipments were intercepted, 
Haiti would no longer be a transit location of choice. Will the Administration support 
using a small amount of ACI funds to provide one or two helicopters for counter drug 
efforts in Haiti and expedite training of a small, elite, fully-vetted Haitian counter- 
drug security unit? 

Response: 

We share the Committee’s concern about drug trafficking in Haiti and continue 
to work closely with the Haitian National Police to develop their capability to 
counter this threat. The Drug Enforcement Administration (DEA) currently provides 
training and technical assistance to a vetted unit of approximately 50 counter drug 
police officers (French acronym BLTS). Earlier this year, DEA provided five weeks 
of advanced training to 1 1 BLTS officers at its facility in Quantico, Virginia. 

In early March, DEA launched “Operation Rum Punch” to counter drug smuggling 
to the island of Hispaniola by small aircraft from Venezuela. The operation consists 
of two DEA helicopters and fixed wing aircraft manned by DEA FAST (Forward 
Areas Support Team) crews deployed to Haiti and the Dominican Republic for a pe- 
riod of weeks to track and intercept the drug flights. To date. Rum Punch has 
proved a successful, if short-term, deterrent to trafficking by air as no flights have 
been observed since it began. 

Nevertheless, to station helicopters — from ACI or another source — in Haiti for the 
length of time necessary to prevent drug smuggling by air, would require substan- 
tial funding. Additionally, Haiti lacks aviation expertise and infrastructure, a short- 
coming that would mean the short-term deployment of aircraft would largely be a 
foreign endeavor. Perhaps more importantly, such a deployment would not provide 
a sustainable improvement in the HNP’s ability to interdict drugs. In addition, the 
impact on drug trafficking would be temporary since the traffickers would likely re- 
spond by focusing on maritime drug smuggling. 

We believe that focusing on training and equipping the BLTS, and establishing 
a BLTS presence in areas throughout the country where trafficking is most preva- 
lent is the most effective response. Combined with our ongoing efforts to improve 
the Haitian Coast Guard’s ability to conduct maritime interdiction operations, this 
approach, in our view, will result in a sustainable improvement in Haiti’s ability 
to combat the drug trade. 


Written Responses from the Honorable Thomas A. Shannon, Jr., Assistant 
Secretary, Bureau of Western Hemisphere Affairs, U.S. Department of 
State, to Questions Submitted for the Record by Minority Members of the 
Subcommittee on the Western Hemisphere 

Question: 

In El Salvador, Guatemala and Honduras gangs are the number one threat gener- 
ating over 90% of the crimes committed in those states. The United States has re- 
cently committed resources to help stave off this threat through sharing fingerprint 
databases, offering police training and helping to create new anti-gang units that 
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will have the direct participation of FBI agents. Can you elaborate on the depth of 
this new anti-gang initiative? 

Response: 

Addressing the problem of transnational gangs effectively requires close coopera- 
tion, coordination, and information-sharing among the countries affected and a com- 
prehensive approach that includes law enforcement, prevention, intervention, reha- 
bilitation and reintegration. President Bush discussed gangs as well as broader as- 
sociated security issues with Presidents Berger and Calderon during his March trip 
to Latin America. Further, representatives from the Departments of State and Jus- 
tice, as well as local law enforcement agencies from across the United States, will 
meet with their counterparts at the end of April in El Salvador to discuss the re- 
gional threat of gangs and share best practices at the Third Annual International 
Gang Conference. 

There are a number of anti-gang initiatives underway, and more are coming on- 
line as different government agencies begin implementing a common strategy that 
includes diplomacy, law enforcement, repatriation, capacity enhancement and pre- 
vention. The U.S. began addressing the issue with a pilot precinct in Guatemala to 
improve community-based law enforcement, complemented by a USAID community 
project. We are also weaving anti-gang prevention strategies into drug prevention 
programs. To identify, track and apprehend gang members more effectively, the U.S. 
is working to implement the Central American Fingerprinting Exploitation (CAFE) 
initiative. The Department of State and the FBI are collaborating to provide equip- 
ment and training to help law enforcement agencies in Central American nations 
acquire digital fingerprints of violent gang members and other criminals who travel 
and commit crimes under different identities in Central America, the U.S. and other 
countries. The prints will then be integrated into a computerized system that will 
allow law enforcement officials from participating countries to exchange informa- 
tion. 

Additionally, the U.S. is in the process of implementing the Department of Home- 
land Security’s (DHS) new electronic Travel Document (eTD) system which will pro- 
vide law enforcement officials in Central America with electronic information on 
gang members and other criminals who have been deported from the United States 
to their home countries in Central America after serving their sentences in the 
United States. An agreement to implement the system has already been signed with 
Guatemala, and we anticipate signing similar agreements with Honduras and El 
Salvador soon. 

The United States has increased its anti-gang training in Central America, in- 
cluding efforts through the International Law Enforcement Academy (ILEA) in San 
Salvador. The Academy completed its third anti-gang program in January, training 
police and prosecutors from Central America in the best practices of targeting and 
fighting gang activity and other crimes. A Department of State Regional Gangs Pro- 
gram will provide a regional advisor in El Salvador as well, to serve the three most 
heavily impacted countries with technical assistance and training. Support to the 
CAFE fingerprint system is part of the program. 

Question: 

Why is the State Department not being more aggressive in Visa denials for officials 
in Latin America who are involved in corrupt activity? Corruption is a driving prob- 
lem in Latin America that perpetuates the cycle of poverty, violence and weak institu- 
tions. If we have a general idea that officials in Latin American countries are in- 
volved in corrupt activity, why are we not tougher in denying them Visas to the 
United States? 

Response: 

The Department of State is aggressive in its efforts to deny visas to corrupt for- 
eign officials. Presidential Proclamation 7750, issued in part under the authority of 
Section 212(f) of the Immigration and Nationality Act (INA) is only one of several 
ineligibilities or tools that can be used to deny visas to corrupt actors. Presidential 
Proclamation 7750 may be utilized in cases of corruption that have serious adverse 
effects on the specified national interests of the United States, which are defined 
in the proclamation as the international activity of U.S. businesses, U.S. foreign as- 
sistance goals, the security of the United States against transnational crime and ter- 
rorism, or the stability of democratic institutions and nations. 

Since the Proclamation was promulgated in January 2004, numerous corrupt offi- 
cials from Latin America have had their U.S. visas denied or revoked, many under 
legal authorities other than the Proclamation. Corrupt actors also may be denied 
visas under existing legislative authorities found in the Immigration and Natu- 
ralization Act (INA). For example, the INA allows denial of visas to those convicted 
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overseas for public corruption where such conviction involves moral turpitude [8 
use 1182(a)(2)(A)(i)(I)], involves money laundering within the United States [8 
U.S.C. 1182(a)(2)(I)], or whose corruption is related to narcotrafficking [8 USC 
1182(a)(2)(C)], trafficking in human beings [8 USC 1182(a)(2)(H)], or alien smug- 
gling [8 USC 1182(a)(6)(E)]. Visas can also be denied to corrupt actors who are be- 
lieved to be coming to the United States to escape prosecution and to stay for an 
extended time [8 USC 1184(b)]. 

Furthermore, individuals are considered under Presidential Proclamation 7750 on 
a case-by-case and on an as-needed basis (i.e. — when an individual holds an existing 
visa that warrants consideration for revocation or if an individual of potential con- 
cern applies for a visa to enter the United States). Many egregiously corrupt public 
officials will never seek to enter the United States, and, thus, it will never be nec- 
essary to determine whether they fall under Presidential Proclamation 7750 or any 
other legal ineligibility authority. 

Question: 

It is terrifyingly evident to all of us here today that there is a strong left leaning 
coalition in Central and South America. Knowing that this exists and trying not to 
assist its efforts is not doing enough to provide security to the region and our nation. 
This issue, sooner than later, must be dealt with. What is the State Department’s 
plan of action? Is the State Department working with the Executive Branch on this 
plan of action and what assisting role do you envision for Congress? 

Response: 

The Administration is committed to working with responsible, democratic govern- 
ments across the political spectrum to increase freedom and opportunity and reduce 
poverty by strengthening democratic institutions, and promoting free trade and de- 
velopment in the Americas. 

We have a positive agenda for the Western Hemisphere and as Secretary Rice has 
noted: “We charge no ideological price for our partnership . . . We will work with 
all governments from the left, from the right, as long as they are committed in prin- 
ciple and practice to the core conditions of democracy, to govern justly, to advance 
economic freedom and to invest in their people.” Our close cooperation on important 
issues with Brazil, Chile and Uruguay underscores this. 

We recognize that for too many people in the hemisphere the benefits of democ- 
racy are not evident in their daily lives. Our democracy and foreign assistance strat- 
egy recognizes the transformational power of democracy and we will work to har- 
ness this power to deliver the benefits of democracy more broadly. Both bilaterally 
and in collaboration with such entities as the Organization of American States 
(OAS) and other institutions of the Inter-American System, we are working to at- 
tack inequality, political marginalization, and exclusion. In order to consolidate de- 
mocracy, we will continue to work together with our regional neighbors throughout 
the hemisphere. We support efforts to create competitive and inclusive political sys- 
tems so that all citizens have access to political power. With greater competition, 
less corruption, greater accountability of elected officials, and better stewardship of 
state resources, all citizens of the region can enjoy an improved quality of life. To 
achieve this, we will strengthen judicial independence and capacity, internal con- 
trols, and effective prosecution of corruption and other complex crimes. We will seek 
to strengthen institutions of representative democracy, such as political parties, leg- 
islatures, executive agencies, media, and civil society, particularly in those nations 
in which these institutions are being threatened or marginalized. 

The Department of State is working closely with all of our fellow Executive 
Branch agencies and Congress with regard to our agenda to ensure the region main- 
tains its democratic path. We will continue to do so. We also welcome the creation 
of the House Democracy Assistance Commission and note the fine work it is doing 
in helping fragile democracies organize effective governmental structures necessary 
for democracy to take root. 

Question: 

What potential impact will a major reduction in anti drug trafficking aid have on 
the drug flow across the Western Hemisphere? What message are we sending to Mex- 
ico in Calderon’s substantive effort to take a hardliner stance on the issue? 

Response: 

Our FY 2008 budget request seeks to address our highest priorities and focuses 
on countries and activities that will have the greatest impact. For example, most 
of the counternarcotics assistance in the hemisphere will go to Colombia, the world’s 
largest producer of cocaine. 
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Because our counternarcotics programs in the region are comprehensive and ad- 
dress production, trafficking, consumption, and providing alternative livelihoods, 
cuts to our budget request would likely result in an increase in illegal drug produc- 
tion, trafficking, and consumption for the region and increased illegal drug avail- 
ability in the United States. 

Mexico is a valued partner in our battle against the illegal drug trade, and other 
illicit activities affecting our nations. Cooperation between our law enforcement 
agencies is at its historic best and we are jointly identifying ways to improve our 
working relationship, both on a bilateral level and in multilateral fora. Our law en- 
forcement and counternarcotics assistance to Mexico ($27,816 million) remains at 
significant levels in our FY 2008 request. This assistance supports a range of law 
enforcement training and professionalization programs, provides enhanced tech- 
nology to support interdiction efforts, and supports Mexico’s initiatives on judicial 
sector reform, and illegal drug demand reduction. 


Wkitten Responses from the Honorable Thomas A. Shannon, Jr., Assistant 
Secretary, Bureau of Western Hemisphere Affairs, U.S. Department of 
State, to Questions Submitted for the Record by the Honorable Sam Farr, 
A Representative in Congress from the State of California 

Question: 

The Colombian government has produced a six-year “Strategy for Strengthening 
Democracy and Social Development.” The new strategy focuses heavily on increasing 
economic development, especially alternative development programs. Yet the Presi- 
dent’s FY 08 budget request is nearly identical to the FY 07 request and is heavily 
weighted towards military ! police and aerial fumigation assistance. Considering the 
Colombian government is transitioning to a strategy that is dependent on a signifi- 
cant investment in economic ! alternative development, why has the Administration 
not adjusted their request to complement the Colombian Government’s new focus on 
economic and alternative development? 

Response: 

Colombia’s “Strategy to Strengthen Democracy and Promote Social Development” 
which follows up on Plan Colombia was announced by President Uribe in late Janu- 
ary 2007. The strategy reflects Colombia’s new realities, based in large part on the 
progress made by Plan Colombia, and seeks to continue those successful counter- 
terror, counter-drug, democracy, human rights, alternative development, and hu- 
manitarian policies. Of particular note are the June 2006 poverty rate figures, just 
released by the Colombian government’s National Planning Office, which show a re- 
duction from 60 percent to 45 percent since Plan Colombia began. The rate of ex- 
treme poverty has fallen to 12 percent. Although these figures also show that the 
rates of rural poverty remain higher than those for urban poverty, they represent 
steady progress that we expect to continue. 

Colombia’s new plan clearly reflects the Colombian government’s stated intention 
to make the social side stand out in the second phase of Plan Colombia, and we 
agree that it should. This strategy places increased emphasis on consolidating state 
presence and on economic development through sustainable growth and trade. The 
strategy recognizes the need to expand programs in remote rural areas, especially 
those emerging from conflict. It emphasizes increased security, social services, and 
assistance to especially vulnerable groups, such as the Afro-Colombian population 
on Colombia’s Pacific coast, indigenous people, and displaced persons. It also places 
more attention on building the capacity of the Colombian government so it can sus- 
tain programs that were begun with U.S. support. 

The Administration’s requested support for FY 2008 contains about the same mix 
of counternarcotics/counter-terrorism and economic/social/human rights assistance 
as in previous years, while the Colombian government is greatly expanding its own 
spending on such economic and social programs. It can do this, in large measure, 
because of increased security and confidence in the country, a direct result of U.S. 
assistance. Our programs, however, provide support in those areas where we have 
a unique capability and which contribute to Colombia developing its own capacity 
to assume them. Over the next few years, we expect to increase the proportion of 
U.S. assistance that goes to social, economic, and human rights programs. However, 
Colombian government officials have clearly told us that continued U.S. support to 
counternarcotics and counter-terrorism programs remains critical and that the Ad- 
ministration’s proposed mix of U.S. assistance reflects their needs. 

House Committee Report 109-486 directed the Secretary of State, in consultation 
with the Secretary of Defense, to provide a report on all aspects of the future multi- 
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year strategy for United States assistance to Colombia. We are in the process of pre- 
paring this report and expect to send to the Congress before April 15. It will provide 
additional, more detailed information on this program. 

Question: 

Similar to the original Plan Colombia, the new “Strategy for Strengthening Democ- 
racy and Social Development” depends heavily on international assistance to finance 
much of the economic development components of the strategy. The European Union 
did not provide the ‘soft side’ of assistance for the first Plan Colombia and is highly 
questionable whether they will ante up the six billion in economic assistance as 
called for by the new Strategy. What steps is the Administration taking to ensure 
that the economic and social development aspects of the new Strategy are fully sup- 
ported by the European Union and other international donors? 

Response: 

The Colombian government has made obtaining additional sources of funding a 
high priority. It co-sponsored three donors’ conferences with the Inter-American De- 
velopment Bank during 2000 and 2001 in Madrid, Brussels, and Bogota. Additional 
meetings with the international community were held in London and Cartagena in 
2003 and 2005. As a result, an informal group known as the Gr-24 and including 
both donor countries and international financial institutions was established in Bo- 
gota to coordinate and encourage assistance to Colombia. Most recently, Colombia 
has undertaken what it calls a “shared responsibility” campaign, with both Vice 
President Santos and then-Foreign Minister Maria Consuelo Araujo traveling to Eu- 
rope to seek additional European support, in view of growing cocaine consumption 
there. 

The United States has strongly supported Colombia’s efforts to attract additional 
contributions. Our initiatives range from senior level demarches to working level ap- 
proaches in Washington and European capitals, as well as in other donor countries 
such as Japan and Canada. 

While there is no single source of complete information on international support 
for Colombia due to differing legislative and accounting methods, the Colombian 
government’s Agency for International Cooperation (ACCI) is perhaps the most au- 
thoritative source for actual disbursements. According to ACCi, in 2005 Colombia 
received $332.7 million in total official development assistance. This includes aid 
from the United States of $126.9 million. However, this figure does not include as- 
sistance to the Colombian National Police for certain rule of law programs, nor our 
eradication, interdiction, and counter-terror programs. The European countries pro- 
vided $104.4 million; the EU $31.6 million; and Canada and Japan $20.2 million. 
The remaining $49.6 million came from international organizations including the 
World Bank, the Inter-American Development Bank, the United Nations Develop- 
ment Program, the United Nations Office of Drug Control, UNICEF, and others. 

International assistance to Colombia for the 2000-2005 years of Plan Colombia, 
as reported by ACCI, came to over $900 million, not including the United States. 
Although these countries and organizations have not yet announced definite plans 
for Colombia’s follow-on strategy, their statements and policies lead us to believe 
their support will continue. 

Both bilateral and multilateral international assistance is primarily designed to 
support alternative development, justice sector reform, human rights, humanitarian 
assistance, and good governance. As such, it is a welcome addition to our programs 
and to those funded by Colombia, and reflects all donors’ shared goals for these pro- 
grams. 

Question: 

Has the State Department looked at the cost effectiveness of voluntary manual 
eradication compared to aerial fumigation? A study by the Inter-American Associa- 
tion for Environmental Defense showed that alternative development projects that 
prevent coca production costs only $141 USD per hectare versus aerial fumigation 
which costs $1682 USD per hectare. Considering the cost effectiveness of manual 
eradication efforts, why is the State Department not supporting more manual eradi- 
cation efforts? 

Response: 

In developing and implementing our counternarcotics programs, the State Depart- 
ment has analyzed the cost effectiveness of aerial eradication as well as voluntary 
and forced manual eradication. Voluntary manual eradication and aerial eradication 
have different goals. Voluntary manual eradication is used with alternative develop- 
ment programs which depend on cooperative farmers, land suitability, geography, 
and market realities for their viability. Aerial eradication, on the other hand, is a 
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law enforcement tool for eliminating large and often remote coca fields in areas 
where alternative development is often not practical. 

Forced, as opposed to voluntary, manual eradication may be more accurately com- 
pared to aerial eradication, since both are law enforcement programs. Based on reli- 
able cost data for aerial and forced manual eradication, the per hectare cost of aerial 
eradication is 25% lower than the cost of forced manual eradication per hectare. The 
cost of aerial eradication has averaged $1500 per hectare over the last several years. 
These costs include spray aircraft and helicopters and their operation and mainte- 
nance, herbicide and spray equipment, helicopter support for security and search 
and rescue, and funding for the Colombian Counternarcotics Brigade and other 
units to ensure safe and efficient spray operations. In comparison, the cost of forced 
manual eradication has averaged $2000 per hectare over the last several years. This 
includes the costs of transportation for the manual eradication groups to and from 
eradication sites and security package costs. The Government of Colombia (GOC) 
has reported forced manual eradication costs at an average of $500 per hectare, but 
this figure only reflects the salaries for the manual eradicators and basic provisions 
(e.g. food), and does not include transportation or security costs. 

Not only is aerial eradication more cost-effective per hectare than forced manual 
eradication, it s also safer. 41 manual eradication deaths were reported in 2006 
alone, vs. zero deaths related to aerial eradication. Additionally, aerial eradication 
allows the Government of Colombia to eliminate significantly more hectares of illicit 
crops than manual eradication efforts. In 2006, the U.S.-supported National Police 
(CNP) Anti-Narcotics Directorate (DIRAN) sprayed 171,613 hectares of illicit coca 
and opium poppy. In comparison, manual eradication — which works best for eradi- 
cating smaller plots in accessible areas of the country — accounted for the destruction 
of 42,111 hectares of coca and 1,697 hectares of poppy. 

Nevertheless, forced manual eradication is effective and cost-effective in certain 
circumstances. We continue to support and encourage manual eradication in Colom- 
bia, providing equipment and logistical support. We have a full-time Foreign Service 
coordinator in Bogota to ensure that the GOC manual eradication groups receive the 
support they need. Because legitimate crops are likely to be far less lucrative than 
illegal drug crops, the threat of eradication is essential to allowing alternative devel- 
opment programs a chance to be successful. Wherever possible. Narcotics Affairs 
Sections and USAID Missions in the Andean producer countries work together to 
ensure that eradication and alternative development projects reinforce each other. 

Question: 

The “Colombianization” of US assistance is vital to ensure the sustainability of 
gains made under Plan Colombia. What is the status of nationalizing the helicopter 
programs? According to an April 2004 State Department Report to Congress, “Train- 
ing of Colombian Nationals for Helicopter Operations and Maintenance Programs,” 
by 2007 there should only be 195 State Department Contract Personnel working on 
the Helicopter Operations and Maintenance Programs. Has this benchmark of 195 
personnel been met? If not, why not? How many Colombians have been trained and 
remain as pilots for the Colombia government? 

Response: 

Training of Colombian Nationals to fly and maintain counternarcotics helicopters 
in Colombia is crucial to reducing United States financial support to the Colombian 
military. The Narcotics Affairs Section of the U.S. Embassy in Bogota — in close co- 
operation with the U.S. Military Group, the Colombian military, the Colombian Na- 
tional Police (CNP), and the Colombian Ministry of Defense — has led the effort to 
assist Colombia in assuming increased responsibility for aviation programs. 

The April 2004 State Department Report to Congress “Training of Colombian Na- 
tionals for Helicopter Operations and Maintenance Programs” projected contract 
workforce at the end of subsequent calendar years. The projected number for the 
end of 2006, for example, was 213 maintenance personnel and 70 pilots to support 
these aviation programs. As of the end of 2006, however, there were 266 mainte- 
nance and 100 pilot contracts. Similarly, the report projected that at the end of 
2007, there would be 195 contracted personnel, 157 maintenance and 38 pilots 
under contract. We are currently processing a contract modification that will reduce 
the number of contracted positions to 215 maintenance and 70 pilot positions by the 
end of this year. 

We have fallen behind for several reasons. There is more demand for pilots. Also, 
fewer trained Colombians have been available for duty on a daily basis. We have 
experienced a higher attrition rate than expected due to in-service deaths, retire- 
ments, permanent medical groundings, and end-of-duty obligations, although we are 
also adjusting our training plans to make up those personnel losses. 
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Another factor is that the Colombian Army has itself purchased eight new UH- 
60 Black Hawk helicopters to augment its fleet and is in the process of acquiring 
additional Black Hawks. Additionally, the U.S. -supported Infrastructure Security 
Strategy program to protect the Cano Limon pipeline added another ten helicopters 
to the Colombian Army fleet. Since pilots and mechanics trained under the Plan Co- 
lombia Helicopter Program are needed to support these new Colombian Army as- 
sets, training of Colombian pilots and mechanics to date has been largely offset by 
the increasing size of the fleet. 

Our current projection nonetheless remains as originally set out in 2004: all pilot 
positions and all but 25 mechanic positions will be filled by Colombians by the end 
of 2010. To date, nonetheless, we have trained 473 Colombians (188 mechanics, 285 
pilots) and 440 of these (183 mechanics, 257 pilots) remain on the Plan Colombia 
Helicopter Program. We have also intensified efforts towards nationalization by re- 
cently appointing a retired Ambassador as the Department of State’s chief rep- 
resentative for negotiating with the Government of Colombia in this area. Those ne- 
gotiations include promoting concrete proposals to strengthen Colombian aviation 
personnel policies in regards to capacity development and personnel retention, with 
a view to developing a sustainable capacity to field qualified pilots and mechanics. 

Question: 

The number of IDPs in Colombia continues to grow. According to a 2004 GAO Re- 
port, there are insufficient government programs in place for IDPs to transition from 
emergency assistance to regular development assistance. Considering the dire eco- 
nomic status of IDPs, what can the State Department and USAID do to improve 
their economic status of IDPs? What can the USG do to encourage the Colombian 
government to expand IDP assistance programs? 

Response: 

Internal displacement continues to be a disturbing outgrowth of the ongoing con- 
flict in Colombia. As of February 2007, the Colombian government has identified 
1,976,970 Colombians as internally displaced. In September 2006, the non-govern- 
mental organization Consultancy for Human Rights and Displacement (CODHES) 
estimated the overall number of displaced to be 3,832,377.1 The Colombian govern- 
ment has made a significant effort over the past several years to ramp up its emer- 
gency assistance to the newly displaced. Following a 2004 ruling by Colombia’s Con- 
stitutional Court that mandated it immediately expand assistance to internally dis- 
placed persons (IDPs), the Colombian government increased its overall budget for 
assistance to IDPs to $2.2 billion for the period 2005-2010. This is a huge increase 
from the $372,715^ the Colombian government spent on IDPs from 1995 to 2004. 

The Colombian government has also begun to provide funding to many of the 
same partners that the U.S. Government has worked with on IDP programs, such 
as CHF International and the International Organization for Migration (lOM). For 
example, in 2006, Social Action, the Colombian government agency that manages 
programs for the displaced, signed a $30 million agreement with CHF International 
to provide emergency assistance to IDPs throughout the country, and plans to in- 
crease its assistance in 2007. 

Although the Colombian government has stepped up its assistance, U.S. programs 
continue to support critical needs of IDPs not yet covered by the Colombian govern- 
ment. The Department of State, through the Population, Refugees, and Migration 
(PRM) Bureau, provides the first 90 days of emergency assistance to IDPs. PRM 
provides approximately 22 to 25 percent of the Office of the United Nations High 
Commissioner for Refugees’ (UNHCR) global appeal to provide protection to Colom- 
bian IDPs and some other forms of emergency assistance. PRM also provides funds 
to the International Committee of the Red Cross (ICRC) to provide emergency as- 
sistance consisting of household kits, food and other emergency items. Working 
through NGO partners such as Salesian Missions, CHF International and the Pan 
American Development Foundation, PRM also funds programs that help IDPs be- 
come economically self-sufficient. Specific activities that improve the economic sta- 
tus of IDPs include vocational training and micro-credit loans that provide IDPs 
with marketable skills that will help them begin working as soon as possible. 


iThe Government of Colombia records as displaced those persons who have applied for, and 
heen accepted to receive, government benefits as displaced persons. By contrast, the figures from 
CODHES are estimates of displacements and are derived from information from media and civil 
society sources, and some field work. CODHES also includes in its figures as IDPs persons in- 
volved in coca and opium production who migrated in response to government drug eradication 
efforts. 

2 808,047,000 Colombian pesos equals $372,715 U.S. dollars, using conversion rates as of April 
2007. 
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The needs in this area are enormous, and PRM is only able to provide a small 
fraction of the employment assistance that is needed. USAID programs complement 
PRM programs by providing the medium to long term assistance needed to re- 
integrate IDPs beyond the 9()-day period. Based on a 2006 assessment of IDP needs 
in 112 municipalities, USAID has reformulated its program to address the provision 
of sustainable income generation and adequate housing for this population. There 
is increased focus on ensuring that training provided for IDPs results in a pa 3 dng 
job and production of marketable products. 

In addition, USAID is providing technical assistance to increase the capacity of 
the Colombian government to provide services to the IDP population by working 
closely with the Colombian government to set priorities and develop integrated im- 
plementation strategies to facilitate a smooth transition from emergency assistance 
to reintegration into society. With support from USAID, the Colombian government 
is developing a mechanism and better indicators to track where IDPs are in the dis- 
placement process and determine when they have been sustainably reintegrated. 

U.S. assistance to Colombia during 2007-2013, in support of the Colombian gov- 
ernment’s new Strategy for Strengthening Democracy and Promoting Social Devel- 
opment, will play an integral role in assisting Colombia’s internally displaced per- 
sons, as well as consolidating state presence. Strengthening state presence remains 
a critical issue for reaching Colombia’s displaced population. The Colombian strat- 
egy recognizes this and emphasizes expanding programs to remote areas, especially 
those emerging from conflict, and increasing security, social services, and assistance 
to especially vulnerable groups, such as the Afro-Colombian population on Colom- 
bia’s Pacific coast, indigenous groups, and displaced persons. The Colombian plan 
also places a high priority on job creation and expanding economic opportunities, 
which are critical to the successful reintegration of Colombia’s displaced. 

Our proposed support under this Strategy is designed to contribute to Colombian 
efforts. U.S. assistance will focus on those newly-secured areas in transition from 
conflict to peace by enhancing security, supporting effective delivery of health and 
education services, and building the capacity of local government and citizens 
groups. In order to provide increased access to social and other basic government 
services, including the justice system, in previously marginalized or conflictive areas 
of the country, the successful Justice House (community services) program will ex- 
pand to rural areas by the end of 2008, with the establishment of ten additional 
Justice Houses. 

House Committee Report 109-486 directed the Secretary of State, in consultation 
with the Secretary of Defense, to provide a report on all aspects of the future multi- 
year strategy for United States assistance to Colombia. We are in the process of pre- 
paring this report, which we intend to provide to Congress before April 15. It will 
provide additional, more detailed information on plans for the future of this pro- 
gram. 


Written Responses from Mr. Peter Hakim, President, Inter-American Dia- 
logue, TO Questions Submitted for the Record by Minority Members of 
the Subcommittee on the Western Hemisphere 

Question: 

Hugo Chavez is consistently and continuously creating much havoc in Venezuela. 
Can you discuss the possible depth of the problems he could create for Latin America 
and the 'Western Hemisphere as a whole? What is our worst case scenario? How do 
we begin to eliminate this threat? 

Response: 

Hugo Chavez is mainly a threat to his own country, Venezuela. He has already 
concentrated power to a degree that the country can no longer be considered a de- 
mocracy — even if Chavez himself remains popular. There are no checks and bal- 
ances; Chavez has the power to make virtually any decision he chooses. Moreover, 
Chavez’s confrontational style of government has left the country polarized and con- 
flictive — with a high potential for violence. There is no room for compromise or con- 
ciliation in Chavez’s Venezuela. Finally, the Chavez government may be heading to- 
ward bankruptcy as (a) oil exports decline, investments in the oil sector remain 
meager, and the state oil company is badly managed, and (b) government expendi- 
tures steadily mount for expanding social programs, for foreign aid initiatives to 
countries from Argentina to Haiti to the Middle East, and for huge arms purchases. 
Unless the price of oil takes another jump — or Chavez changes his spending pat- 
terns, the Venezuela economy would end up in shambles. It is hard to predict how 
this would all play out, but if current trends persist, there is a good chance Ven- 
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ezuela will end up in deep financial crisis, and in social and political turmoil within 
the next two or three years. 

For the rest of Latin America, Chavez is a disruptive and divisive force. His words 
and actions are obstructing the operation of the Organization of American States 
and other regional institutions. By withdrawing from the Andean Community and 
joining the Mercosur, he has further unsettled South America’s two trade pacts, 
which had both been in difficult straits for years. His ideas for Latin American 
projects like Telesur (media network), Bancosur (new development bank), petrosur 
and gasoductosur (energy cooperation) are just not very likely to thrive. He does not 
represent an alternative economic or social model for any other country, and only 
governments that depend on his largesse (i.e., those in weak and poor countries) are 
likely to accept his leadership. In most Latin American countries, Chavez is either 
a source of capital (at least for the time being) or a major nuisance. For some, he 
is both — but his actions are not likely to change the face of Latin America very 
much. 

The United States is most threatened by a cut-off of Venezuelan oil, which ac- 
counts for some 12 to 14 percent of our imports and could lead to a spike in U.S. 
gas pump prices. But a cut-off would almost certainly be far more costly to Ven- 
ezuela, which sends about half of its oil exports to the United States, where the re- 
fineries that can deal with Venezuelan petroleum (a particularly heavy type) are lo- 
cated. Shifting exports to other countries would be expensive and take some time. 
There does not appear to be any immediate danger. More generally, Venezuela — be- 
sides disrupting Latin America — has contributed to anti-U.S. sentiment in the re- 
gion, and is making U.S. relations with the rest of the Americas more difficult. But 
it is, by no means, a crisis for U.S. policy. 

There are three worst case scenarios. One is that the United States responds an- 
grily and/or aggressively to Chavez’s provocations and creates a backlash of sym- 
pathy toward Venezuela and irritation toward the United States in many countries. 
Two, Chavez decides to impose far greater restrictions on the press and civil society, 
begins to arrest opponents, and broadly abuses human rights — in other words, es- 
tablishes a repressive police state. Third, Chavez does cut off or sharply curtail oil 
supplies. In the second and third scenario, the challenge will be for the United 
States to shape a response that can get broad support across Latin America, and 
not create the backlash noted in the first scenario above. 

I am attaching a recent Inter-American Dialogue report — “Hugo Chavez: A Test 
for U.S. Policy” — prepared by my colleague Michael Shifter, which offers a list of 
recommendations for U.S. policy toward Chavez’s Venezuela. The most important 
are: 

1. Take Chavez’s talk and actions seriously. With ample resources and waning 
U.S. regional influence and attention, Chavez’s determined pursuit of an 
agenda hostile to Washington is cause for concern. 

2. Only support democratic and constitutional means of dealing with Chavez. 

3. Drop unrealistic expectations and calls for a “united front” among friendly 
Latin American governments to oppose the Chavez government. Such ap- 
peals have alienated key Latin American allies in the past, and are likely 
to continue to do so. 

4. Closely track political developments in Venezuela and publicly identify vio- 
lations of democratic norms and practices, preferably via multilateral chan- 
nels. 

5. Expand the resources and attention devoted to the pursuit of a positive 
agenda in Latin America. Being more engaged on a variety of fronts is the 
best way to effectively contest Chavez’s claims that he has the answers to 
profound social problems. 

6. Exercise restraint in issuing highly public denunciations, and especially tit- 
for-tat exchanges between Washington and Caracas, which have invariably 
ended up bolstering Chavez. 

7. Only assist open and professional civil society organizations and avoid back- 
ing explicitly partisan groups with narrow political agendas. 

8. Develop a thorough inventory of diplomatic levers to respond to explicitly 
anti-U.S., adversarial actions taken by the Chavez government. 

9. Reduce dependency on Venezuelan oil, and oil in general, in anticipation 
that Chavez could eventually divert exports away from the United States. 

10. Seek to open channels of communication with Venezuelan officials. 
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Question: 

You mentioned the flow of remittances from the United States to Latin America 
and broadening the benefits received in those countries through the transfer of remit- 
tances. 1 know that in Mexico alone remittance are over $20 billion in one year, the 
second largest source of income behind its state run oil company PEMEX. This is 
an amazing amount just in remittances and just for one country in Latin America. 
You mentioned that encouraging recipients to open bank accounts is one way to in- 
crease the benefits to the recipient country. What else can be done to maximize this 
large sum of money within the Latin American economies that would in turn cut 
down on those citizens striving to immigrate to the United States? 

Response: 

I again recommend a just published report by the Inter-American Dialogue — 
“Making the Most of Family Remittances” — which offers recommendations on in- 
creasing the value of remittances flows to individual recipients, their communities, 
and their nations. This is attached, as well. Its core recommendation, as noted in 
the question, is to get senders and recipients of remittances to open and use bank 
accounts. This is what most helps to reduce the costs of transferring the money, 
thus leaving more to the recipient. A bank account also offers a wide range of other 
benefits, including greater security and lower costs in such areas as collecting 
wages, cashing checks, and paying bills. And it can eventually be a source of cred- 
it — for consumer goods, health and education, housing, and business investment. 
Because remittances are the personal and private assets of the senders and recipi- 
ents, we argue strongly against any taxes or restrictions on their use. What we sug- 
gest that countries provide better opportunities to all citizens to use their resources 
more productively. The availability of long-term mortgages or investment loans of- 
fers such opportunities. Better quality schools and health care facilities would pro- 
vide others. 

Question: 

I agree with your statements on forging ahead with Plan Colombia and under- 
stand the need to show our commitment to Latin America and our ability to follow 
through by passing the FTAs that have already been negotiated and renewing special 
trade preferences. At the same time, what are your suggestions for guaranteeing that 
countries such as Ecuador who looks to default on major national debt and as you 
said “echo Chavez’s anti-US polemics” wifi not us our cooperation and preferences 
against us? How do we protect American companies and investors in this political 
environment? 

Response: 

I wish I had an easy answer for this good question. I think we have to be atten- 
tive to the specifics of each situation and use good judgment in making decisions. 
My sense is that, at this point, it is still better to use carrots and encouragement 
rather than sticks and punishment for the two countries in South America that are 
clear allies of Chavez — Bolivia and Ecuador. We need to ask (and then carefully an- 
swer) the question of whether cutting preferences is likely to encourage a change 
in course or drive the countries more and more into Chavez’s corner. There is no 
certainty about the direction Bolivia and Ecuador are likely to take, although I sus- 
pect they are more likely to drift further away from the United States in the coming 
period. Still, I think it is worth responding to their requests to extend the ATPDEA 
preferences in the hope that that will help to reinforce the remaining moderates in 
their governments, and make clear to their citizens and to other governments in 
Latin America that the United States is willing to go the extra mile. I fear that an 
abrupt cutoff at this point (particularly given the fact that Ecuador and Bolivia are 
two of the smallest, poorest, and least stable countries in South America) would cre- 
ate the impression inside the two countries and across the region that the United 
States was acting precipitously and with too little generosity or patience. And I 
don’t expect a cut-off would produce any good results, at least not in the short run. 


Written Response from Arturo Valenzuela, Ph.D., to Question Submitted 
FOR THE Record by Minority Members of the Subcommittee on the Western 
Hemisphere 

Question: 

In your perspective, and in response to lack of expectations and enthusiasm in 
Latin America, how can President Bush avoid falling into the self-fulfilling prophecy 
of his trip being too little too late? It is now up to the United States to sufficiently 
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portray our genuine desire to make progress as a result of this trip. How would you 
advise the President best accomplish this? 

Response: 

It may take considerable time for the United States to redress the perception in 
Latin America that the United States has disengaged from the Hemisphere and that 
its interests and priorities diverge significantly from those of other hemispheric 
partners. The president’s trip is a valuable step in the right direction. By traveling 
to several countries, not simply on the margins of a pre scheduled multilateral event 
such as a Summit of the America’s or an APEC meeting, the president sends a clear 
signal that the United States views the region as important to its vital interests. 
For the president’s trip to succeed he will have to show a clearer personal involve- 
ment than on previous trips — making an effort to become acquainted with ordinary 
people and their problems and not simply visiting leaders in closed venues. 

But, as the question implies, no matter how successful, the president’s trip can 
only make a difference if there is genuine follow-up. One clear deficit has been diplo- 
matic engagement. Fortunately, Assistant Secretary of State for the Western Hemi- 
sphere, Tom Shannon, a career foreign service officer with a deep and sophisticated 
knowledge of the region, is already making an effort to reestablish a genuine dia- 
logue that had largely lapsed with his predecessors. The appointment of John 
Negroponte as Deputy Secretary will bring to the Department of States’ 7th floor 
a man of broad experience in the region as well. Follow-up trips to countries not 
included in the president’s itinerary are important — and Negroponte could play an 
important role. 

However, the United States cannot make headway simply by reengaging the 

United States must signal a renewed commitment to addressing the problems of the 
region through bi-lateral and multilateral channels. This means going beyond trade 
and counter-terrorism measures as the cornerstones of U.S. policy. Issues of poverty 
and inequality, the serious breakdown of public security, migratory pressures, the 
lack of competitiveness of the countries in the region in an increasingly globalized 
world — are matters of great urgency. It is stunning to me that we can have a debate 
on migration in this country without factoring in the vital foreign policy equities 
that we have. Comprehensive immmigration reform is not only good domestic pol- 
icy — it has vital foreign policy implications — and must be implemented in such a 
way that we enhance the stability, security and prosperity of neighboring coun- 
tries — a key interest of the United States. 

At the same time the United States must renew its commitment to making the 
Organization of American States and other multilateral institutions in the Hemi- 
sphere effective tools in addressing these matters. It is time to move beyond a sim- 
plistic Manichean foreign policy that divides the world between “good guys” and 
“bad guys,” rewarding the former and trying to punish the latter while avoiding the 
extensive structural challenges the Hemisphere faces. Only then will the United 
States help renew the spirit of dialogue and cooperation that is vital to our inter- 
ests. 


o 



